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SECURITIES ACT OF 1933 
Release No. 5733/August 18, 1976 


In the Matter of 


TIMBERLINE MINERALS, INC. 
Dubois, Wyoming 82513 


(File No. 24D-3062) 


Securities Act of 1933 
Section 3(b) of Regulation A 


FINDINGS AND ORDER PERMANENTLY SUSPENDING 
REGULATION A EXEMPTION 


Timberline Minerals, Inc. (“Timberline”) filed a notification 
and offering circular with the Commission for the purpose of 
obtaining an exemption from the registration requirements 
of the Securities Act of 1933, as amended, pursuant to Sec- 
tion 3(b) thereof and Regulation A thereunder, with respect 
to a public offering of 3,170,000 shares of its 10 cent par 
value common stock at 15 cents per share. 


On October 31, 1975, the Commission issued an order tem- 
porarily suspending the exemption. The issuer thereafter 
submitted an offer of settlement. Solely for the purposes of 
these proceedings, and without admitting or denying the 
allegations in the temporary suspension order, Timberline 
consents to. findings as alleged in that order and to entry of 
an order permanently suspending the exemption. 
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On the basis of Timberline’s consent, it is found that: 


(1) The notification and offering circular filed by 
Timberline Minerals, Inc. contain untrue statements of 
material facts and omit to state material facts 
necessary to make the statements made, in the light of 
the circumstances under which they were made, not 
misleading, particularly with respect to the use of 
proceeds, the plan of distribution, prospective 
amendments to the fund escrow agreement, the inten- 
tion of insiders and underwriters to supply funds to 
close the escrow prior to the minimum number of 
shares being sold and the withholding of funds from 
the escrow account. 


(2) The terms and conditions of Regulation A were not 
complied with particularly with respect to the dis- 
closure of arrangements regarding the return of funds 
to subscribers if the minimum amount of securities 
were not sold to the public, undisclosed underwriters, 
failure to report a continuing distribution and the ac- 
tual number of shares sold as well as money received 
from the public in the Form 2-A report, and the offer 
and sale of securities to individuals who were not fur- 
nished an offering circular. 


(3) The offering was made in violation of Section 17(a) 
of the Securities Act of 1933, as amended. 


In view of the foregoing, it is appropriate to enter an order 
permanently suspending the exemption under Regulation A. 


Accordingly, IT IS ORDERED, pursuant to Rule 261 of 
Regulation A under the Securities Act, that the exemption 
from registration with respect to the above public offering by 
Timberline Minerals, Inc. be, and it hereby is, permanently 
suspended. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12705/August 13, 1976 


The Securities and Exchange Commission announced pur- 
Suant to Section 12(k) of the Securities Exchange Act of 
1934 ("Exchange Act”) the single ten day suspension of ex- 
change and over-the-counter trading for the period com- 
mencing at 10:00 a.m. (EDT) on August 13, 1976 and ter- 
minating at midnight (EDT) on August 22, 1976 of the 
securities of Fremont Corp. (""Fremont”) a Colorado corpora- 
tion with principal executive offices loated at 1385 
Broadway, New York, New York, and Blackstone Inter- 
national Corp. (“Blackstone”) a Utah corporation with prin- 
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cipal executive offices located at 2070 Deer Park Ave., Deer 
Park, New York. 


The Commission ordered the suspension of trading in the 
securities of Fremont and Blackstone because of the lack of 
adequate and accurate public information regarding each 
company’s operations and financial condition. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer is un 
certain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities in 
question until such time as he has familiarized himself with 
said rule and is certain that all of its provisions have been 
met. If any broker or dealer enters any quotation which is in 
violation of said rule, the Commisison will consider the need 
for prompt enforcement action. 


If any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspen- 
sion desires to show that such suspension is not necessary 
in the public interest or for the protection of investors, he 
may petition the Commission that it not renew the suspen- 
sion. Such petition should be filed with the Commission in 
accordance with the procedure set forth in Securities Ex- 
change Act Release No. 123611 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12706/August 13, 1976 


Admin. Proc. File No. 3-5008 
In the Matter of 


INVESTMENT SECURITIES CORPORATION 
(8-15245) 


STEPHEN J. BURNS 
2048 Tramore Court 
Chesterfield, Missouri 63017 


RICHARD D. HAYES 
9934 Hobbits Glen Court 
St. Louis, Missouri 63136 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings under the Securities Ex- 
change Act of 1934 (“exchange Act”) instituted April 28, 
1976, Investment Securities Corporation, a registered 
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broker-dealer, Stephen J. Burns, its president, and Richard 
D. Hayes, its cashier and assistant secretary, failed to 
answer the order that instituted these proceedings and are 
therefore in default.' 


On the basis of that order, it is found that: 


1. Investment Securities Corporation wilfully violated 
Section 15(c)(2), 15(c)(3) and 17(a) of the Exchange 
Act and Rules 15c2-1, 15c3-1, 15c3-3, 17a-3, 17a-5 
and 17a-11 thereunder, and that the United States 
District Court for the Eastern district of Missouri, by 
consent, permanently enjoined Investment Securities 
Corporation from violating Section 15(c) of the Ex- 
change Act and Rule 15c3-1 thereunder: 


2. Stephen J. Burns wilfully aided and abetted 
violations of Sections 15(c)(2), 15(c)(3), and 17(a) of 
the Exchange Act and Rules 15c2-1, 15c3-1, 15c3-3, 
17a-3, 17a-5 and 17a-11 thereunder, and that Burns 
was an Officer, director and owner of 10 per centum or 
more of Investment Securities Corporation's voting 
securities when a trustee for that firm was appointed 
under the provisions of the Securities Investor Protec- 
tion Act of 1970; and 


3. Richard D. Hayes, wilfully aided and abetted 
violations of Section 15(c)(2), 15(c)(3) and 17(a) of 
the Exchange Act and Rules 15c2-1, 15c3-1, 15c3-3, 
17a-3, 17a-5 and 17a-11 thereunder. 


In view of the foregoing, it is in the public interest to revoke 
investment Securities Corporation’s broker-dealer registra- 
tion and to bar Burns and Hayes from association with any 
broker-dealer. 


Accordingly, IT 1S ORDERED that the registration as a 
broker and dealer of Investment Securities Corporation be, 
and it hereby is, revoked; and it is further 


ORDERED that Stephen J. Burns and Richard D. Hayes be, 
and they hereby are, barred from being associated with any 
broker or dealer 


For the Commission, by 
delegated authority. 


its Secretary, pursuant to 


George A. Fitzsimmons 
Secretary 





‘Rule 7(e) of the Commission's Rules of Practice provides 
that the allegations in that order may be deemed true as toa 
defaulting respondent. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12707/August 16, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
MIDWEST SECURITIES TRUST COMPANY (File No. SR- 
MSTC-76- 10) 


The Midwest Securities Trust Company (“MSTC’’) submitted 
a proposed rule change on July 14, 1976, pursuant to Rule 
19b-4 under the Act, establishing a custodial arrangement 
with the Bradford Trust Company in New York City, for the 
purpose of holding, transferring and safeguarding securities 
on behalf of MSTC. 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 16, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secreatry of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-MSTC-76-10. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspec- 
tion at the Securities and Exchange Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, D.C. 
Copies of the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12708/August 16, 1976 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE DEPOSITORY TRUST COMPANY (File 
No. SR-DTC-76-7) 


The Depository Trust Company (DTC) submitted on 
August 4, 1976, a proposed rule change pursuant to Section 
19(b)(3) of the Securities Exchange Act of 1934 and Rule 
19b-4 thereunder. DTC modified its Certificate as to 
Citizenship to include further disclosure of information and 
indemnification from liabilities, in connection with the re- 
quirements of 47 U.S.C. 8310 (which restricts alien 
ownership of radio station licensees’ capital stock) 


The foregoing rule change has become effective pursuant to 
Section 19(b)(3) of the Securities Exchange Act of 1934. At 
any time within sixty days of the filing of such proposed rule 
change, the Commission may summarily abrogate the rule 
change if it appears to the Commission that such action is 
necessary or appropriate in the public interest. for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 16, 1976 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
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one days from the date of publication in the Federal 
Register. Persons desiring to make written submission 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-DTC-76-7. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspec- 
tion at the Securities and Exchange Commission's Public 
Reference Room 1100 L Street, N. W., Washington, D.C. 
Copies of the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delgated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12709/August 17, 1976 


A notice has been issued giving interested persons until 
September 10 to request a hearing on an application of the 
Chicago Board Options Exchange, Inc. for unlisted trading 
privileges in the common stock and other specified 
securities of the following companies: 


American Express Co. 

Anheuser-Busch, Inc. 

Combined Insurance Company of America 
Connecticut General Insurance Corp. 
NCNB Corp. 

Pennzoil Offshore Gas Operators, Inc. 
(Class B Stock) 

Tampax Inc 


A notice has also been issued giving interested persons until 
august 28 to request a hearing on applications of the follow- 
ing stock exchanges for unlisted trading privileges in the 
common stock and other specified securities of the named 
companies 


Midwest Stock Exchange, Inc. - MGIC Investment Cor- 
poration (Wisconsin); Tucson Gas & Electric Company: 
Archer-Daniel-Midlad Co. 


Philadelphia Stock Exchange, Inc. - Cerro-Marmon 
Corporation ($2.25 Series A preferred stock); Interco 
Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12710/August 17, 1976 
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An order has issued granting the application of the Boston e@ 
Stock Exchange for unlisted trading privileges in the com- 
mon stock of Bankamerica Corporation. 





6 @ 
SECURITIES EXCHANGE ACT OF 1934 
Release No. 12712/August 17, 1976 
NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
OPTIONS CLEARING CORPORATION 
(File No. SR-OCC-76-7) e@ 


The Options Clearing Corporation (“OCC”) submitted on 
August 6, 1976 proposed rule change pursuant to Rule 19b- 
4 under the Act, removing the current restrictions with 
respect to settlement of exercised option contracts, by 
allowing OCC clearing members to maintain an exercise 
settlement account in their designated clearing corporation 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 23, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federal 
Register. Persons desiring to make written submission 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-OCC-76-7. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspec 
tion at the Securities and Exchange Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, D.C 
Copies of the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organization 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons ) 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12713/August 18, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 ("Exchange Act’’) the single ten day suspension of ex- 
change and over-the-counter trading for the period com- 
mencing at 1:05 p.m. (EDT) on August 18, 1976 and ter- 
minating at midnight (EDT) on August 27, 1976 of the 
securities of Image Systems, Inc. ("Image’’), a Delaware cor- 
poration with principal executive offices located at 11244 
Playa Court, Culver City, California 90230. 








The Commission ordered the suspension of trading in 
Image’s securities at the request of the company because of 
the lack of adequate and accurate public information about 
the company’s financial condition. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act. at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he had familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 


If any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspen- 
sion desires to show that such suspension !s not necessary 
in the public interest or for the protection of investors, he 
may petition the Commission that it not renew the suspen- 
sion. Such petition should be filed with the Commission in 
accordance with the procedure set forth in Securities Ex- 
change Act Release No. 12361 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12714/August 18, 1976 


The Securities and Exchange Commission, pursuant to Sec 
tion 12(k) of the Securities Exchange Act of 1934 as 
amended (Exchange Act’), announced the temporary 
susvension of exchange and over-the-counter trading for a 
ten-day period commencing at 3:15 p.m. (EDT) on August 
18, 1976 and terminating at midnisht (EDT) on August 27, 
1976 of all securities of the following issuer which has failed 
to file with the Commission one recent Form 10-K annual 
report: 


NATHAN HALE INVESTMENT CORP. of Chicago, 
Illinois which has failed to file its annual report on 
Form 10-K for its fiscal year ended March 1, 1976. 


The Commission initiated the subject suspensions 
because the subject issuers failed to comply with the 
reporting provisions of the Exchange Act resulting in 
the lack of current and accurate information available 
to the public. 


The Commission cautions broker-dealers, 
sharehoiders and prospective purchasers that they 
should consider carefully the foregoing information 
along with all other currently available information and 
any information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that pursuant to Rule 15c2-11 under the Ex- 
change Act, at the termination of the suspension, no 
quotation may be entered unless and until they have 
strictly complied with said rule. If any broker or dealer 
has any questions as to whether or not he has com- 
plied with said rule, he should not enter any quotation 
but immediately contact the staff of the Securities and 
Exchange Commission, Division of Enforcement in 
Washington, D.C. If any broker dealer is uncertain as 
to what is required by fiule 15c2-11, he should refrain 
from entering quotations relating to the securities in 
question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters a 
quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 


If any person adversely affected by such suspension or 
who would be adversely affected by the renewal of the 
suspension desires to show that such suspension is 
not necessary in the public interest or for the protec- 
tion of investors, such person may petition the Com- 
mission that it not renew the suspension. Such peti- 
tion should be filed with the Commission in accor- 
dance with the procedure set forth in Securities Ex- 
change Act Release No. 12361 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12715/August 19, 1976 


The SEC has announced that the common stock, $1 par 
value, of the Sharon Steel Corporation has become listed on 
the American Stock Exchange, effective as of July 4, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12716/August 19, 1976 


In the Matter of 


SAM TOLKOFF 
30 Gayle Road 
Yonkers, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANCTION 
In these broker-dealer proceedings' under the Securities Ex- 
change Act of 1934 (“Exchange Act’), Sam _ Tolkoff 
(Tolkoff’’), a registered representative with Kenneth Bove 
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Co., Inc., has submitted an offer of settlement, without ad- 
mitting or denying the allegations in the Order for 
Proceedings, which the Commission has determined to 
accept. 


On the basis of the Order for Proceedings and the Offer of 
Settlement, it is found that: 


Sam _ Tolkoff wilfully violated and aided and abetted 
violations of Sections 5(a), 5(c) and 17(a) of the Securities 
Act of 1933 (“Securities Act of 1933 (‘Securities Act’’) and 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder. 


Accordingly, IT |S ORDERED that Sam Tolkoff be, and he 
hereby is, censured. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





‘In the Matter of Kenneth Bove & Co., 
proceedings instituted June 13, 1974. 


Inc., et al. 


* The word ‘“‘wilfully” is used as it was defined by the Second 
Circuit in Tager v. SEC, 344 F.2d 5 (2nd Cir., 1965), and 
meaning that such acts as alleged in the Order were 
knowingly done by respondent but without knowledge or in- 
tent to violate the securities laws. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12717/August 19, 1976 


In the Matter of 


American Stock Exchange, Inc. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-76-17 
ORDER APPROVING PROPOSED RULE CHANGE 


On July 20, 1976, the American Stock Exchange, Inc. 
(“Amex’’) filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the ‘‘Act”’), as 
amended by the Securities Acts Amendments of 1975 (the 
“1975 Amendments”), and Rule 19b-4 thereunder, copies 
of a proposed rule change to delete from the Amex Constitu- 
tion Section 4(g) of Article V and Section 2 of Article XI 
which prohibit dealings on the Amex floor in any security 
which ts admitted to trading on any other exchange located 
in New York City 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12656, (July 26, 1976)) and by publication 
in the Federal Register (41 Fed. Reg. 32478 (August 3, 
1976)). 
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The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to registered national 
securities exchanges, and in particular, the requirements of 
Section 6 and the rules and regulations thereunder. 


On August 10, 1976 the Amex filed an amendment to this 
rule proposal in which it was stated thai the foregoing con- 
stitutional amendments were approved by the Amex 
membership at a special meeting held on August 5, 1976. 
Further, the Amex requested accelerated approval so as to 
permit the amendments to become effective on August 22, 
1976. On August 23, 1976, the first issue in many years to 
be dually listed on the Amex and the New York Stock Ex- 
change ("NYSE") is scheduled to commence trading on the 
NYSE. Hence, it is necessary for the Amex’s proposal to take 
effect on or before August 23, 1976 to permit continued 
trading in the dually listed security on the Amex. Moreover, 
the Amex proposal will help to enhance fair competition 
among exchange markets, which is one of the objectives of 
the Act. The Commission therefore finds good cause for ap- 
proving Amex filing 76-17 prior to the thirtieth day after the 
date of publication of notice of the filing. 


IT |S THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on July 20, 1976, be, and it hereby is, approved 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT 1934 
Release No. 12718/August 19, 1976 


REPORTS OF THE MUNICIPAL SECURITIES RULE- 
MAKING BOARD 


In Securities Exchange Act Release No. 11876 (November 
26, 1975)' the Commission proposed to amend Title 17 of 
the Code of Federal Regulations by adding a new section 
240.17a-21 to require the Municipal Securities Rulemaking 
Board (MSRB") to file with the Commission annual and 
supplemental reports concerning the activities of the MSRB. 
The Commission has adopted section 240.17a-21 with cer- 
tain technical amendments designed to facilitate compliance 
by the MSRB. 


Persons other than the MSRB who filed comments express- 
ed concern that the information required to be filed in annual 
reports be made publicly, available, particularly to persons 
who are required by MSRB rules to pay fees or other 
charges to defray the costs and expenses of its operation. 
The Commission expects that such persons will be ade- 
quately informed by the MSRB concerning its activities. In 
any event, reports filed by the MSRB pursuant to section 
240.17a-21 will be publicly available to documents and the 
list of such documents at 17 CFR 200.80a will be amended 
to reflect that fact. 
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STATUTORY BASIS 


The Securities and Exchange Commission, acting pursuant 
to the provisions of the Securities Exchange Act of 1934 
(“the Act’) 15 U.S.C. 78a et seq. as amended by the 
Securities Acts Amendments of 1975, Pub. L. No. 94-29 
(June 4, 1975), and particularly Sections 2, 17, and 23 
thereof (15 U.S.C. 78b, 78q, and 78w), hereby adopts 
§240.17a-21 of Title 17 of the Code of Federal Regulations 
effective September 20, 1976. The Commission finds that 
any burdens on competition which may be imposed by the 
aforementioned section are appropriate in furtherance of the 
purposes of the Act which contemplated that the Commis- 
sion will require reports from the MSRB. 


(Secs. 2. 17, 23, 48 Stat 881, 897, 901, as amended by 
secs. 2, 14, 18, 89 Stat 97, 137-141, 155-156 (15 U.S.C. 
78b, 78q, and 78w, as amended by Pub. L. NO. 94-29)). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





August 19, 1976 


Section 240.17a-21 is added as follows: 
8240.17a-21 Reports of the Municipal Securities Rulemak- 
ing Board 


(a) Annual Report of the Municipal Securities Rulemaking 
Board. The Municipal Securities Rulemaking Board shall file 
annual reports with the Commission as follows: 


(1) Prior to October 1 of 1976, the Municipal 
Securities Rulemaking Board shall file with the Com- 
mission an annual report for the period from its forma- 
tion until June 30, 1976 and shall include whatever 
information, data and recommendations it considers 
advisable with regard to matters within its jurisdiction. 


(2) Prior to December 1 of 1977, the Municipal 
Securities Rulemaking Board shall file with the Com- 
mission an annual report for the period from July 1, 
1976 until September 30, 1977 and shall include 
whatever information, data and recommendations it 
considers advisable with regard to matters within its 
jurisdiction. 


(3) Prior to December 1 of each year beginning in 
1978, the Municipal Securities Rulemaking Board 
shall file with the Commission an annual report for the 
twelve months immediately preceding October 1 of 
that year and shall include whatever information, data 
and recommendations it considers advisable with 
regard to matters within its jurisdiction. 


(4) The Municipal Securities Rulemaking Board shall 
include in its annual report a statement and an 
analysis of its expenses and operations including: 


(i) A balance sheet as of the end of the period covered 
by the report and a statement of revenues and ex- 
penses for the Board for that period. 


(ii) The rules of the Board (including a statement in- 
dicating all additions to or deletions from the rules of 
the Board during the period covered by the report); 


(iii) Written interpretations of the rules of the Board, 
including staff interpretative letters; 


(iv) All forms required by rule of the Board to be filed 
by municipal securities brokers or municipal securities 
dealers or any class thereof; 


(v) The following information concerning members of 
the Board: (A) name, (B) dates of commencement and 
termination of present term of office, (c) length of time 
each member has held such office, (D) name of prin- 
cipal organization with which connected, (E) title, (F) 
city wherein the principal office of such organization is 
located; 


(vi) Address of the Board, the name and address of 
each person authorized to receive notices on behalf of 
the Board from the Commission, and the name and 
address of counsel to the Board, if any: 


(vii) A list, including addresses, as of the latest prac- 
ticable date, alphabetically arranged, of all municipal 
securities brokers and municipal securities dealers 
which have paid to the Board fees and charges to 
defray the costs and expenses of operating the Board; 


(5) Within 10 days after the discovery of any material 
inaccuracy in its annual report-or in any amendment 
thereto the Municipal Securities Rulemaking Board 
shall file with the Commission an amendment correc- 
ting such inaccuracy. 


(b) Supplemental Reports of the Municipal Securities 
Rulemaking Board. The Municipal Securities Rulemak- 
ing Board shall file supplemental reports to the Com- 
mission as follows: 


(1) Within 10 days after issuing or making generally 
available to municipal securities brokers and municipal 
securities dealers any materials (including notices, cir- 
culars, bulletins, lists, periodicals, etc.), the Municipal 
Securities Rulemaking Board shall file with the Com- 
mission three copies of such material (unless such 
material is filed with the Commission pursuant to Rule 
19b-4). 


(2) Within 10 days after any action is taken which 
renders no longer accurate any of the information re- 
quired by Subparagraphs (a)(3)(iii), (iv), (v). and (vi) of 
this Rule to be contained in the annual report of the 
Municipal Securities Rulemaking Board (except action 
reported to the Commission pursuant to Rule 19b-4), 
the Board shall file with the Commission written 
notification in triplicate setting forth the nature of such 
action and the effective date thereof. Such notice may 
be filed either in the form of a letter or in the form of a 
notice made generally available to municipal securities 
brokers and municipal securities dealers. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12719/August 19, 1976 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, INCOR- 
PORATED 

LaSalle at Jackson 

Chicago, Illinois 60604 


(SR-CBOE-76-6) 
ORDER APPROVING PROPOSED RULE CHANGE 


On March 2, 1976 the Chicago Board Options Exchange, In- 
corporated (“CBOE”) file with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 1934, 15 
U.S.C. 78s(b)(1), as amended by Pub. L. No. 94-29, 816 
(June 4, 1975) (the ‘“Act’’), and Rule 19b-4 thereunder, 
copies of a proposed rule change (the “Proposal’’) to amend 
CBOE Rule 5.4 (Rule 5.4”). Notice of the Proposal, 
together with the terms of substance thereof, was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12178, March 8, 1976) and by publication 
in the Federal Register (41 Fed. Reg. 10974, March 15, 
1976). The submission was then amended by three separate 
amendments submitted on April 26, 1976, April 28, 1976 
and May 12, 1976, respectively. 


Amendment #4 to the Proposal was submitted on June 2, 
1976: notice of the filing of such amendment, together with 
the terms of substance thereof, was given by publication of a 
Commission Release (Securities Exchange Act Release No 
12540, June 11, 1976) and by publication in the Federa/ 
Register (41 Fed. Reg. 24782, June 18, 1976). Additional 
amendments to the Proposal were submitted on July 22, 
1976 and August 4, 1976. respectively. 


The Proposal, as amended (“Amended Proposal’), is to 
revise Rule 5.4 so as to set forth delisting (/.e., maintenance) 
standards for underlying securities of option contracts trad- 
ed on the CBOE. 


The Commission understands that CBOE is prepared, sub- 
ject to review of public comments on a related proposed rule 
change (submitted as File No. SR-CBOE-76-18) and the 
Commission's final decision thereon, to adopt certain 
amendments to CBOE Rule 5.3 which would set forth initial 
listing standards for underlying securities of option contracts 
traded on the CBOE and to adopt additional amendments to 
Rule 5.4. The Commission further understands, however, 
that CBOE will reconsider, in accordance with the Com- 
mission’s suggestion, a certain proposed ‘maintenance’ 
standard relating to minimum market price set forth in such 
related proposal. On that basis, the Commission finds that 
the Amended Proposal is consistent with the requirements 
of the Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in particular, 
the requirements of Section 6 of the Act and the rules and 
regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the Amended Proposal be, and it hereby is, 
approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12720/August 19, 1976 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE DEPOSITORY TRUST COMPANY (File 
No. SR-DTC-76-9) 


The Depository Trust Company submitted on August 9. 
1976. a proposed rule change pursuant to Section 19(b)(3) 
of the Securities Exchange Act of 1934 and Rule 19b-4 
thereunder. The legend indicating DTC ownership stamped 
on the coupon form of interchangeable corporate debt 
securities deposited with DTC has been modified by adding 
the endorsement “for deposit only” in order to strengthen 
the existing notice of adverse claim 


The foregoing rule change has become effective pursuant to 
Section 19(b)(3) of the Securities Exchange Act of 1934. At 
any time within sixty days of the filing of such proposed rule 
change, the Commission may summarily abrogate the rule 
change if it appears to the Commission that such action ts 
necessary or appropriate in the public interest, for the 
proteciton of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 23, 1976 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-DTC-76-9. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspec- 
tion at the Securities and Exchange Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, D. C 
Copies of the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organization 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12721/August 19, 1976 


Administrative Proceeding File No. 3-5064 
In the Matter of 

FRANCOIS D. V. DE LABARRE 

ORDER INSTITUTING PROCEEDINGS AND 


SANCTIONS PURSUANT TO RULE 2(e) 
COMMISSION’s RULES OF PRACTICE 


IMPOSING 
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The Commission deems it appropriate to institute 
proceedings against FRANCOIS D. V. DE LABARRE 
(“Respondent’’) pursuant to Rule 2 (e) of the Commission's 
Rules of Practice. Accordingly, IT |S ORDERED that such 
proceedings be, and they hereby are, instituted. 


Respondent has submitted an offer of settlement in these 
proceedings. Under the terms of his offer of settlement, 
Respondent, solely for the purposes of settling these 
proceedings, and without admitting or denying the factual 
asertions or conclusions of law set forth herein, consents to 
the entry of the findings and order made herein 


BACKGROUND ' 


Farm & Ranch Financial, Inc. (""F & R’) is a Kansas corpora- 
tion with offices located in Wichita, Kansas. F & R has ap- 
proximately 900,000 shares of common stock outstanding 
and serves as the holding company for Farm and Ranch Life 
Insurance Company. 


In early 1975, Louis J. Roussel, Jr. (Roussel), a New 
Orleans oilman and financier, undertook to gain control of F 
& R and, as part of his efforts, caused National American 
Life Insurance Company (‘“NALICO”), a Louisiana insurance 
company then controlled by him, to make a tender offer for 
shares of F & R for $5.20 per share. 


In addition, Roussel caused shares of F & R stock to be 
delivered to the National American Bank of New Orleans 
(‘Bank’), a bank he controlled. These shares were then dis- 
tributed to and purchased by persons and entities either con- 
trolled by Roussel or whose investing activity he controlled 


or who, although unaffiliated, could reasonably be expected 


to support him in his efforts to gain control of F & R.2 Blocks 
of stock acquired by these persons and entities in all cases 
totalled less than 10% of the issued and outstanding com- 
mon stock of F & R as Kansas law provides that any acquirer 
of 10% or more of the outstanding stock of a Kansas in- 
surance holding company must obtain the approval of the 
Insurance Department of the State of Kansas.° As a result of 
F & R stock purchased or tendered, and the purchase of ap- 
proximately 300,000 shares from a competing offeror,’ 
Roussel now controls a majority of F & R common stock.° 


ROLE OF RESPONDENT 


Respondent is a practicing attorney and petroleum engineer 
conducting business principally in New Orleans. He served 
as Chairman of the Board of NALICO from 1971 until mid- 
1975, for which he received no salary.® In the past he had 
assisted Roussel in various insurance company transactions, 
including possible mergers, acquisitions, rehabilitations, and 
reinsurance matters insofar as these involved regulatory 
matters before state insurance departments. 


By purchasing F & R stock through an entity he controlled 
and by preparing several Schedule 13D’s on behalf of 
others, which failed to disclose acquisitions of F & R stock, 
which could reasonably be expected to support Roussel, 
Respondent's conduct had the effect of aiding Roussel in his 
efforts to gain control of F & R. 


Respondent and his uncle, Gus J. Labarre (familiarly referred 
to as ‘Uncle Gus’ and now deceased), were officers and 
directors of the Metairie Ridge Corporation (‘‘Metairie’).’ 


Upon the recommendation of Roussel, Uncle Gus undertook 
to purchase F & R stock and at the direction of the Respon- 
dent and Uncle Gus, Metairie made its first purchase of F & 
R stock on February 19, 1975 and acquired approximately 
88,000 shares by March 22, 1975, at a price of $5.20 per 
share.* About six weeks later Metairie sold all of its shares to 
Frank Leu (‘Leu’) of Nashville, Tennessee, for $5.25 per 
share. 


On March 5, 1975, a statement purporting to contain the in- 
formation required by Schedule 13D (“March 5, 1975 
Schedule 13D’) was filed with the Commission regarding 
the acquisition of F & R stock by Metairie. An amendment to 
the March 5, 1975 Schedule 13D was filed on March 21, 
1975. The Respondent prepared both the March 5, 1975 
Schedule 13D and the subsequent amendment. 


In early April, a Dr. Robert Azar? began purchasing shares of 
F & R stock which were being delivered to the Bank. The 
Commission has learned that during the first two weeks of 
April of 1975, Azar purchased approximately 48,000 shares 
of F & R stock through arrangements made by Roussel. Azar 
asked Respondent to prepare a Schedule 13D as he had 
purchased more than 5% of F & R's outstanding shares. On 
April 14 a Schedule 13D was filed on behalf of Azar and 
was followed by an amendment on May 1 which reflected 
his final purchases. These Schedules were prepared by the 
Respondent's secretary using the same format as was used 
for the Metairie 13D’s and information relayed by Azar. They 
were not reviewed by the Respondent. Ultimately, Azar ac- 
cumulated a total of 83,480 shares of F & R. 


In mid-April, the Respondent contacted Leu, a retired in- 
surance man and a friend of Roussel with heavy in- 
vestments in insurance companies, and Leu purchased 
Metairie’s F & R shares on May 5, fully intending to support 
Roussel’s efforts to gain control of F & R. Respondent was 
aware that this support could reasonably be expected. On 
May 15, Leu filed a Schedule 13D, prepared from a draft 
written by Respondent's secretary and sent to Leu, describ- 
ing the acquisition of 87,903 shares of F & R at $5.25 per 
share. 


On June 19 Roussel sent the Respondent to Kansas to take 
possession of 294,361 F & R shares on behalf of American 
Benefit through an escrow arrangement with the FDIC, 
which held the F & R stock as collateral for a U.S. National 
Bank loan in default after the collapse of the C. Arnholt 
Smith interests in San Diego.'® American Benefit filed a 
Schedule 13D with the Commission which was prepared by 
the Respondent and which revealed the acquisition of 294.- 
361 shares of F & R on June 26 for $5.20 per share. 


The Schedules 13D’s prepared by the Respondent and filed 
by Metairie, Azar, Leu and American Benefit stated that the 
purchases were made for investment purposes and failed to 
state that the purchases by these entities could reasonably 
be expected to support Roussel. In addition, they failed to 
disclose that the aforementioned purchases and other ac- 
quisitions of F & R stock were acquired through purchases 
made on behalf of Roussel as a result of the arrangement 
whereby Brandon and Mick Stack were directly purchasing F 
& R stock in contravention of State and Federal law."' 


CONCLUSION 


The right to continue to appear and practice before this 


SEC DOCKET/245 








Commission as an attorney is a privilege burdened with con- 
ditions. The Respondent recognizes this obligation and con- 
cedes he was not sufficiently familiar with the requirements 
of the federal securities laws and as a result failed to include 
certain material facts in Schedule 13D’s concerning ongoing 
violative conduct. Thus, he failed to adequately fulfill his 
responsibilities in practicing before the Commission. Mindful 
of this and having no further intention to practice before the 
Commission, the Respondent has resigned from practicing 
or appearing before the Commission. 





'This proceedings is being instituted as a result of events 
which are more fully described as part of the allegations 
contained in the Commission’s Complaint filed in connection 
with a civil injunctive active entitled SEC v. Louis J. Roussel, 
et al. filed today in the Eastern District of Louisiana. For 
further information SEC Litigation Release No. 7529. 


The Commission has determined that prior to the time of 
the tender offer, Roussel had requested the brokerage firm 
of Mick Stack Associates, Inc. (‘Mick Stack’) to acquire 
large amounts of F & R stock in the open market. NALICO’s 
tender offer was announced on February 28, 1975 and the 
offering period lasted from March 18 through April 15, 
1975. From February 28 through April 15, Roussel pur- 
chased shares of F & R both directly and through purchases 
made by Mick Stack and Clark Brandon (“Brandon”), who 
served as President and Chief Operating Officer of F & R. 
These shares were eventually purchased by various persons 
and entities identified below. 


3 NALICO subsequently withdraw its application for approval 
after objections were raised by the Insurance Department. 


“The competing offeror sold to Roussel after Roussel’s ac- 
tivities had accumulated the largest block of F & R stock. 


° For purposes of computing the amount of stock held by any 
person or entity, Kansas law provides for the aggregation of 
shares held by persons and entities who are affiliated or un- 
der common control. On March 24, 1976, the Kansas In- 
surance Department approved the acquisition of control of F 
& R by American Benefit Life Insurance Company 
(“American Benefit’), a Roussel-controlled Company, pur- 
suant to K. S. A. 40-3304, et seq. This approval was in ac- 
cordance with the Journal Entry of Settlement entered in 
Case No. 128,655 in the District Court of Shawnee County, 
Kansas, entitled Fletcher Bell, Plaintiff vs. National American 
Life Insurance Company, et al., Defendants, a case brought 
by the Insurance Department of the State of Kansas alleging 
violations of the Kansas law described above. 


° During 1975, Respondent served as an officer and director 
of approximately 20 privately-held companies involved in 
various diverse endeavors which included engineering, con- 
tracting, oil and gas, mineral and salt dome storage, con- 
sulting, real estate, investment, service, and insurance enter- 
prises. 


’ Metairie had been partially owned by the Respondent until 
January 3, 1975 when it was transferred into the Omega Oil 
Corp. (“Omega”), a company wholly owned by a Dr. Francis 
LeJeune (“LeJeune”). LeJeune is a lifelong close personal 
friend of Roussel. Totally divorced from the business world 
LeJeune has relied on Roussel, the Respondent and Uncle 
Gus, among others, for business advice and the manage- 
ment of his investments. 
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® Respondent and Uncle Gus were close personal friends of 
Dr. LeJeune and handled all the Omega properties for him. 
They had no proprietary interest in Omega or Metairie. 


® Azar, a friend of Roussel, is an opthalmologist in New 
Orleans and a member of the Board of the Bank. The Com- 
mission has learned that Azar relies on Roussel, among 
others, to guide him in the investment and business areas 


' In early April, Respondent had unsuccessfully attempted 
to purchase the competing offeror’s contract rights to 
purchase this block of F & R stock. Subsequently, this com- 
petitor had sold those rights to Roussel. 


'' The Respondent was aware of shares of F & R stock held 
in support of Roussel, such as shares owned by Metairie, 
Leu, NALICO, Azar and the Empire Land Corporation, 
another Roussel-owned company, and that Mick Stack was 
accumulating F & R stock on Roussel’s behalf. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19647/August 12, 1976 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-5882) 
NOTICE OF PROPOSED SALE OF UTILITY ASSETS 


NOTICE IS HEREBY GIVEN that Indiana & Michigan Electric 
Company (“l&M"), an electric utility subsidiary company of 
American Electric Power Company, Inc. (“AEP”), a 
registered holding company, has filed a declaration with this 
Commission designating Section 12(d) of the Public Utility 
Holding Company Act of 1935 (‘Act’) and Rule 44 
promulgated thereunder as applicable to the proposed trans- 
action. All interested persons are referred to the declara- 
tion, which is summarized below, for a complete statement 
of the proposed transaction. 


1&M proposes to sell to United Telephone Company of In- 
diana, Inc. (‘‘United’’), which is not affiliated with either 1!&M 
or AEP, 2587 of |&M's poles located in certain portions of 
the State of Indiana in which both companies operate 


The purchase is made pursuant to a Joint Use Agreement 
between I&M and United dated January 1, 1969. By this 
agreement, either party has the option to purchase from the 
other any number of poles up to the number necessary to 
obtain the objective percentage by that party of the jointly- 
used poles specified in the agreement. United has exercised 
its option to purchase 2587 of I&M’s poles which will give it 
ownership of 45% of the jointly-used poles under the agree- 
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ment. The selling price, which is based on the depreciated 
replacement cost, will be $128,930. The original installed 
cost of these facilities was $138,686. 


The fees and expenses to be incurred by 1&M or AEP in con- 
nection with the proposed transaction are estimated at $2,- 
300. It is stated that the Public Service Commission of In- 
diana has jurisdiction over the proposed transaction and that 
no other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than September 7, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail upon the 
declarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19648/August 13, 1976 


In the Matter of 


OHIO ELECTRIC COMPANY 

C/O AMERICAN ELECTRIC POWER SERVICE 
CORPORATION 

New York, New York 


(70-5846) 

SUPPLEMENTAL ORDER GRANTING EXCEPTION FROM 
COMPETITIVE BIDDING TO NEGOTIATE TERMS OF SALE 
OF INCREASED AMOUNT OF FIRST MORTGAGE BONDS 


Ohio Electric Company (“Ohio Electric’), an electric 
generating subsidiary company of Ohio Power Company 


(Ohio), an electric utility subsidiary company of American 
Electric Power Company, Inc., a registered holding company, 
has filed a post-effective amendment to its application- 
declaration, as amended, previously filed with this Commis- 
sion pursuant to Sections 6(b) and 12(c) of the Public Utility 
Holding Company Act of 1935 (‘Act’) and Rules 42(b)(2) 
amd 50(a)(5) promulgated thereunder regarding the follow- 
ing proposed transaction. 


By order dated July 19, 1976 (HCAR No. 19617) in this 
proceeding, Ohio Electric was granted an exception from the 
competitive bidding requirements of Rule 50 under the Act 
to negotiate terms of sale of $100,000,000 principal 
amount of its first mortgage bonds (“bonds”). Jurisdiction 
was reserved over all other aspects of the proposed transac- 
tion, including the issue and sale of the bonds and fees and 
expenses to be incurred in connection with the proposed 
transaction. 


By post-effective amendment filed in this proceeding, Ohio 
Electric requests that it be permitted to negotiate terms of 
up to $200,000,000 principal amount of bonds instead of 
the $100,000,000 previously authorized. Ohio Electric 
states that it has been advised that institutional investors 
may be interested in investing up to $200,000,000 in such 
bonds and Ohio Electric wishes to have the authority to 
negotiate terms on that basis. 


The Public Utilities Commission of Ohio has jurisdiction over 
the proposed issue and sale of the bonds. An order by that 
Commission has not been issued as of this date. No other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. The record is incomplete with respect to fees and ex- 
penses to be incurred in connection with the proposed tran- 
saction. 


Upon the basis of the facts in the record, as amended by said 
post-effective amendment, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that the application-declaration, 
as amended by said post-effective amendment, in so far as it 
relates to the request for exception from competitive bidding 
requirements under Rule 50, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as further amended by said post-effective amendmert, in so 
far as it relates to the exception from competitive bidding, be 
granted and permitted to become effective, subject to the 
reservation of jurisdiction previously ordered over all other 
aspects of the proposed transaction. 


For the Commission, by the division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19649/August 16, 1976 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
ALLEGHENY POWER SERVICE CORPORATION 
320 Park Avenue 

New York, New York 10022 


MONONGAHELA POWER COMPANY 
1310 Fairmont Avenue 
Fairmont, West Virginia 


THE POTOMAC EDISON COMPANY 
Downsville Pike 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
800 Cabin HIll Drive 
Greensburg, Pennsylvania 15601 


(70-5891) 


NOTICE OF APPLICATION FOR EXEMPTION UNDER RULE 
48(b) FOR ADVANCES MADE TO EMPLOYEES FOR MOV- 
ING EXPENSES RELATED TO TRANSFERS WITHIN A 
HOLDING COMPANY SYSTEM 


NOTICE IS HEREBY GIVEN that Allegheny Power System, 
Inc., a registered holding company, and its wholly-owned 
subsidiary companies, Allegheny Power Service Corpora- 
tion, Monongahela Power Company, The Potomac Edison 
Company, and West Penn Power Company (collectively 
referred to as the “Allegheny System’), have filed a declara- 
tion with this Commission pursuant to the Public Utility 
Holding Company Act of 935 (‘‘Act’’) designating Section 9 
of the Act and Rule 48(b) promulgated thereunder as 
applicable to the proposed transaction. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tion. 


The Allegheny System has adopted a policy (‘Policy’) to 
govern the making of advances to employees transferred to 
new geographical locations within the Allegheny System 
The Policy allows a company to make a cash advance, 
limited in amount to the employee's equity in his old home, 
to a transferred employee who, either because of delays in 
selling his old residence or because the closing date of the 
sale of the old residence is later than the closing date of the 
new residence, may not have sufficient funds to make the 
equity down payment on his new residence on the closing 
date. Such advances must be approved by the Executive 
Vice President and General Manager or the Vice President, 
Administrative, and it is the approving officer who makes a 
determination as to the value of the employee's equity in 
terest in his old residence. Advances must be repaid by the 
employee when his residence in the old location is sold or 
within three months from the date of the loan, whichever ts 
shorter. Under unusual circumstances the loan period may 
be extended on written authorization of the approving of- 
ficer. Renewal under these circumstances will be on a 
month-to-month basis and interest will be charged at the 
rate of '2 of 1% per month 


Rule 48(b) requires Commission approval for any loan to an 


248/SEC DOCKET 


employee in excess of $10,000, even pursuant to the Policy, 
unless a first mortgage is obtained by the company to secure 
such loan. The Allegheny System states that as a practical 
matter, the circumstances which generally bring about the 
need for such a loan, thereby making the Policy applicable, 
would make it impossible for the employee to give the com- 
pany a first mortgage, unless the amount of the loan were 
increased to cover not only the employee's equity in the old 
residence, but the entire value of the house, since in virtually 
all cases, the employee will have a first mortgage on his 
residence which would have to be paid before a first 
mortgage on the property could be given to the company 


Accordingly, the Allegheny System requests that it be ex- 
cepted from the requirement of Rule 48(b)(2)(iii), that per- 
sonal advances to employees in an aggregate amount of 
over $10,000 be secured by a first mortgage on a residence 
occupied by the employee, provided such advances are 
made pursuant to the terms of the Policy. 


The fees and expenses to be incurred in connection with the 
proposed transaction are estimated at $2,300. It is stated 
that no State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 9, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by the filing which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washingion, D. C. 20549. A copy of such re- 
quest should be served personally or by mail upon the 
declarants at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19650/August 16, 1976 


In the Matter of 
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MIDDLE SOUTH ENERGY, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


(70-5890) 


NOTICE OF PROPOSAL BY GENERATION SUBSIDIARY 
TO ISSUE AND SELL LONG-TERM UNSECURED DEBEN- 
TURES; REQUEST FOR EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Middle South Energy, Inc. 
("MSEI"), an electric utility subsidiary of Middle South 
Utilities, Inc. (“Middle South”), a registered holding company 
has filed an application-declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 35 
(“Act”), designating Sections 6 and 7 of the Act and Rule 
50(a)(5) promulgated thereunder as applicable to the follow- 
ing proposed transaction. All interested persons are referred 
to the application-declaration, which is summarized below, 
for a complete statement regarding the proposed transac- 
tion. 


MSEI was incorporated in 1974 under the laws of Arkansas 
to own and finance certain future generating capacity for the 
five Middle South system operating companies. By order 
dated June 21, 1974 (HCAR No. 18437), MSEI was 
authorized to acquire the Grand Gulf Nuclear Electric Station 
Project (“Grant Gulf Project’) from Mississippi Power & 
Light Company, one of the five operating companies. When 
completed, the Grand Gulf Project will be a two-unit nuclear 
plant with a total capability of 2,500 mw. The first unit is 
scheduled to become operational in 1980, and the second 
unit in 1984. 


The Commission also authorized various proposals relating 
to the construction, financing and operation of the Grand 
Gulf Project, including a bank loan agreement (‘‘Loan 
Agreement’) between MSEl and a group of commercial 
banks. As amended, the Loan Agreement permits MSEI to 
borrow up to $465 million through December 31, 1979. As 
of August 5, 1976, MSEI had borrowed an aggregate of 
$229.5 million. All borrowings under the Loan Agreement 
are payable on December 31, 1982. Under the terms of a 
capital funds agreement, Middle South agreed to supply 
equity capital to MSEl in an amount sufficient to maintain 
MSEl's equity at not less than 35% of capitalization. As of 
August 5, 1976, Middle South had provided MSEI with 
$120.5 million through the purchase of 120,500 shares of 
its common stock. MSEI has no other securities outstanding. 
MSEI also entered into power supply agreements with each 
of the Middle South system operating companies. 


MSEI estimates that the cost of completing the Grand Gulf 
Project will be $1,733 million. Of this. MSEl expects to 
borrow approximately $1,126 million, or more than twice 
the maximum borrowings available to MSEI under its ex- 
isting Loan Agreement. Accordingly, to secure the additional! 
funds needed for future capital expenditures, MSEI proposes 
to arrange for an alternative source of debt financing. MSEI 
believes that there are practical restrictions in the alternative 
forms of debt financing available to it. Specifically, MSEI 
states that it is limited in the amount of short-term construc- 
tion financing readily available from commercial banks. 
MSEI also does not believe it is desirable to sell first 
mortgage bonds to finance construction of the Grand Gulf 


Project, inasmuch as the company does not have earnings or 
an operating history to which prospective purchasers could 
look as security. 


As an alternative to what MSEI believes are less attractive 
sources for its future debt financing, the company now 
proposes to issue and sell its unsecured long-term deben- 
tures (“Debentures’’) to a group of insurance companies and 
similar institutions. The Debentures will be issued in an 
amount not to exceed $400 million and will mature not less 
than 10 nor more than 20 years from the date of issuance 
thereof. 


It is stated that the terms and conditions of the indenture 
under which the Debentures will be issued have not been 
determined but will be filed by amendment to this 
application-declaration. MSEI anticipates, however, that 
there will be two closings with respect to the Debentures. 
The first will involve the issuance of approximately $300 
million on or about December 31, 1976; and the second will 
involve issuance of approximately $100 million on or about 
June 30, 1977. It is also contemplated that the Debentures 
will be noncallable for refunding purposes at a lower effec- 
tive interest rate for a number of years (to be determined) 
from the issuance thereof and will have a sinking fund 
designed to retire the entire issue by maturity. 


MSEI does not believe that a public offering of securities of 
this nature, in so great an amount, by an issuer such as 
MSEI is practical. Accordingly, MSEI proposes to offer the 
Debentures in a negotiated private sale, and requests an ex- 
ception from the competitive bidding requirements of Rule 
50 under clause (a)(5) thereof. MSEI cites, as representative 
of the special circumstances it faces, the company’s lack of 
earnings or an operating history and its expectation that the 
Grand Gulf Project, now only 18% complete, will not 
become operational for at least four more years.: MSEl 
believes that only through a negotiated sale could it effec- 
tively bargain for terms and conditions in the offering which 
will provide the company the flexibility it needs to cope with 
its special problems or any unanticipated changes in the 
company’s circumstances. MSEI has retained Citibank, N.A., 
to act as its financial advisor in connection with the offering. 


A statement of the fees, commissions and expenses incurred 
in connection with the proposed transaction will be supplied 
by amendment. MSEI proposes to pay Citibank, N.A., $800,- 
000 on the proposed $400 million transaction. In the event 
that an amount less than $400 million were to be raised, the 
total fee would be 2/10 of 1% with a minimum fee of $25.- 
OOO. It is stated that no State or Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 16, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicant-declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at law. 
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by certificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or as it 
may be amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No 19651/August 17, 1976 


In the Matter of 


ARKANSAS-MISSOURI POWER COMPANY 
ASSOCIATED NATURAL GAS COMPANY 
Blytheville, Arkansas 


(70-5756) 


ORDER AUTHORIZING SHORT-TERM BORROWINGS 
FROM BANKS; EXCEPTION FROM COMPETITIVE BID- 
DING 


Associated Natural Gas Company (‘Associated’), a wholly- 
owned subsidiary of Arkansas-Missouri Power Company 
(““Arkansas-Missouri’’), a wholly-owned subsidiary of Middle 
South Utilities, Inc., a registered holding company, has filed 
a post-effective amendment to an application-declaration 
and an amendment thereto with this Commission pursuant 
to Sections 6(a) and 7 of the Public Utility Holding Company 
Act of 1935 (‘Act’) and Rule 50O(a)(2) promulgated 
thereunder as applicable to the following proposed transac- 
tion 


Associated proposes to make unsecured short-term 
borrowings from 22 commercial banks from time to time for 
a period of one year from the efeective date of this post- 
effective amendment in an aggregate amount not to exceed 
$2,750,000 at any one time outstanding. To effect such 
borrowings Associated proposes to issue and sell to the First 
National Bank, Sikeston, Missouri, for the account of par- 
ticipating banks, an unsecured promissory note payable not 
more than 270 days from the date of issuance and which 
may be renewed from time to time but to mature not later 
than one year from the effective date of the post-effective 
amendment. Except as stated above, the terms and con- 
ditions of these borrowings, including the form of the note to 
be issued by Associated, applicable interest rate, and right of 
prepayment, will be the same as those set forth in the 
application-declaration and the Commission’s order of 
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November 26, 1975 (HCAR No. 19264). The net Proceeds 
of the borrowings will be applied to the payment at maturity 
of Associated’s presently outstanding bank borrowings 
previously authorized by the Commission. Associated 
currently intends to repay the proposed borrowings from the 
proceeds of permanent financing or with funds that might 
otherwise become available to Associated. 


It is stated that the issuance and sale of the note is ex- 
empted from the competitive bidding requirements of Rule 
50 by reason of paragraph (a)(2) thereof. It is further stated 
that no State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said post-effective amendment 
has been given in the manner presribed in Rule 23 
promulgated under the Act (HCAR No. 19619), and no hear- 
ing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
post-effective amendment, as amended, be granted and per- 
mitted to become effective: 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19652/August 18, 1976 


In the Matter of 


GULF POWER COMPANY 
Pensacola, Florida 


(70-5879) 


ORDER APPROVING AGREEMENT WITH COUNTY FOR 
CONSTRUCTING OF POLLUTION CONTROL EQUIPMENT 
FINANCED BY SALE OF REVENUE BONDS; SALE TO 
COUNTIES OF EXISTING POLLUTION CONTROL FA- 
CILITIES 


Gulf Power Company (‘Gulf’), an electric utility subsidiary 
company of The Southern Company, a registered holding 
company, has filed an application-declaration and 
amendments thereto with this Commission pursuant to Sec- 
tions 6(a), 7, 9(a), and 12(d) of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rules 44(b)(3) and 
50(a)(5) promulgated thereunder as applicable to the 
proposed transactions. 


Gulf owns an electric generating plant located in Bay Coun- 
ty, Florida (“County”). In order to comply with environmental 
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control standards with respect to air and water quality, Gulf 
has and will undertake to construct certain facilities (‘‘Pro- 
ject’’) at this plant solely for this purpose. The total cost of 
the Project is presently estimated not to exceed $15 million. 


To finance the Project, Gulf proposes to enter into an Install- 
ment Sales Agreement (“Agreement’’) with the County 
which will provide for the acquisition, construction and 
equipping of the Project by the County, and the issuance by 
the County, pursuant to an indenture (‘Indenture’) to be 
entered into between the County and an indenture trustee 
(“Trustee’’), of its pollution control revenue bonds (‘Pollution 
Bonds”), in an amount not to exceed $15 million. The 
proceeds of the sale of Pollution Bonds will be deposited by 
the County with the Trustee and will be applied to the pay- 
ment of the cost of construction (as defined in the Agree- 
ment) of the Project. 


It is further proposed, and the Agreement provides, that the 
Project will be ‘sold to Gulf, the purchase price to be paid in 
semi-annual installments over a term of years. The purchase 
price shall be in an amount sufficient to pay the principal and 
interest on the Pollution Bonds as such amounts become 
due and payable. Gulf may prepay the purchase price (a) in 
whole or in part, at Gulf’s option, at any time on or after ten 
years from the date of issuance of the Pollution Bonds, sub- 
ject to payment of a premium equal initially to 3% of the 
principal amount and declining thereafter by 1/2 of 1% per 
year, and (b) in whole, at Gulf’s option in certain other 
specified instances, without premium. It is proposed that the 
Pollution Bonds will mature 30 years from the first day of 
the month in which they are initially issued and that the 
Pollution Bonds will be entitled to the benefit of serial 
maturities and/or a mandatory redemption sinking fund 
calulated to retire not less than 25% of the aggregate prin- 
cipal amount of the issue prior to maturity. 


In order to obtain the benefit of a rating enjoyed by the first 
mortgage bonds outstanding under Gulf’s bond indenture 
(“Mortgage”), Gulf proposes to obtain the authentication of 
a series of such first mortgage bonds (‘Collateral Bonds”) 
under the Mortgage, pursuant to a supplemental indenture 
(“Supplemental Mortgage”) dated as of October 1, 1976. 
The Collateral Bonds, to be delivered in a principal amount 
equal to the principal amount of the Pollution Bonds, will be 
deposited with the Trustee as security for Gulf’s obligations 
under the Agreement. The Collateral Bonds will have a 
stated interest rate equal to the interest rate per annum to 
be borne by the Pollution Bonds, will mature on the maturity 
date of such Pollution Bonds, and will be nontransferable. 
The Supplemental Mortgage will provide, however, that until 
the Trustee shall have demanded mandatory redemption of 
the Collateral Bonds, no interest in respect of the Collateral 
Bonds shall be payable; and that upon acceleration of Pollu- 
tion Bonds then outstanding by the Trustee, he may demand 
the mandatory redemption of the Collateral Bonds at a price 
equal to the principal amount thereof plus accrued interest, 
if any, to the date fixed for redemption. 


The Supplemental Mortgage will also provide that upon the 
optional redemption of the Pollution Bonds, in whole or in 
part, at any time after they have been outstanding for ten 
years, an equal principal amount of the Collateral Bonds will 
be redeemed at an initial premium of 3% declining by 1/2% 
of every year. 


The Indenture will provide that, upon deposit of funds with 


or direction to the Trustee by Gulf to apply available funds, 
or upon delivery of outstanding Pollution Bonds sufficient to 
pay or redeem all or any part of the Pollution Bonds, the 
Trustee will be obligated to deliver to Gulf Collateral Bonds 
in an aggregate principal amount equal to that amount of 
Pollution Bonds for the payment or redemption of which 
such funds have been deposited or applied or which shall 
have been so delivered. 


It is stated that the Pollution Bonds are expected to be 
marketed pursuant to an arrangement between the County 
and a group of underwriters represented by an underwriter 
whose name will be supplied by amendment. In accordance 
with the laws of the State of Florida, the interest rate 
thereon will be fixed by the County, and the terms and sale 
of the Pollution Bonds must be satisfactory to Gulf, although 
Gulf will not be a party to the underwriting arrangement. 
Gulf further states that it is expected that the interest 
payable on the Pollution Bonds will be exempt from federal 
income taxation. It is not possible to ascertain in advance 
precisely the interest rate which may be obtained in connec- 
tion with the issuance of the Pollution Bonds, but Gulf is ad- 
vised that tax-exempt bonds of like quality and tenor have 
historically carried an annual interest rate approximately one 
and one-half to two and one-half percent lower than com- 
parable taxable long-term corporate bonds. 


In order to comply with provisions of Florida law authorizing 
the County to issue its revenue bonds for the purposes 
heretofore described, Gulf will be obligated to convey to the 
County such existing pollution control facilities as are now 
owned by Gulf, subject to the Mortgage. The Agreements 
provide that Gulf will receive, out of the proceeds of the 
Pollution Bonds, an amount equal to Gulf’s original cost for 
such existing facilities, which, upon conveyance to the 
County, will become a part of the Project which Gulf 
proposes to purchases as provided in the Agreement. 


For financial and accounting reporting purposes, the in- 
debtedness of Gulf under the Agreement will be capitalized. 
The fees and expenses to be incurred in connection with this 
transaction are estimated at $67,000, including legal fees of 
$24,000 and accounting fees of $9,000. The Florida Public 
Service Commission has approved the issuance of Gulf’s 
Collateral Bonds and the assumption by Gulf of its 
obligations under the Agreement. No other State commis- 
sion and no Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


Gulf submits that the issuance and delivery of its Collateral 
Bonds to the County should be exempted from the com- 
petitive bidding requirements of Rule 50 by reason of clause 
(a)(5) thereof inasmuch as they are to be issued and 
delivered solely to secure Gulf’s obligations to the County 
and no public offering by Gulf is to be made. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19625), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 
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IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19653/August 18, 1976 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 


DELMARVA POWER & LIGHT COMPANY OF 
MARYLAND 
Salisbury, Maryland 


(70-5852) 


ORDER AUTHORIZING ACQUISITION OF STOCK, UTILI- 
TY ASSETS AND BUSINESS OF PRIVATELY-OWNED 
ELECTRIC UTILITY COMPANY 


Delmarva Power & Light Company (‘’Delmarva’’), a 
registered holding company, and its wholly-owned public 
utility subsidiary, Delmarva Power & Light Company of 
Maryland ("Delmarva- Maryland”) have filed an application- 
declaration, and amendments thereto, with this Commission 
pursuant to Sections 6, 7, 9(a)(1), 10 and 12 of the Public 
Utility Holding Company Act of 1935 (“Act’’) as applicable 
to the following proposed transactions. 


Application-declarants proposed to acquire the stock, utility 
assets and business of The Chestertown Electric Light and 
Power Company of Kent County, a Maryland corporation 
(“Chestertown”). Chestertown is a non-affiliated company 
and distributes electricity in a small area of Maryland. 
Chestertown’s system is connected with Delmarva- 
Maryland from whom it purchases at wholesale all of its re- 
quirments under a tariff approved by the Federal Power 
Commission. Chestertown property consists of overland 
lines, line transformers, meters, transportation equipment, 
land and buildings. Chestertown serves approximately 4,500 
customers in a service area which is adjacent to the Delmar- 
va system distribution territory. 


In order to carry out the proposed acquisition, Delmarva will 
issue its common stock to Delmarva-Maryland and 
Delmarva-Maryland will simultaneously exchange the 
Delmarva common stock for Chestertown common and 
preferred stock. Twenty-two and one-half shares of Delmar- 
va’s common capital stock will be exchanged for each share 
of Chestertown’s common capital stock. Chestertown 
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presently has issued and outstanding 8,125 shares of com- 
mon. Eight and one-half shares of Delmarva’s common 
capital stock will be exchanged for each share of Chester- 
town’s preferred capital stock. Chestertown presently has 
issued and outstanding 500 shares of preferred capital 
stock. If the ratio of exchange results in a fractional share, 
the fraction will be rounded to the next full share of Delmar- 
va stock. 


The exchange ratio for Chestertown common will be ad- 
justed by Delmarva to reflect, dollar for dollar, any change in 
excess of $25,000 in Chestertown’s common shareholders’ 
equity between December 31, 1975, and a day at least 60 
days before settlement. Common shareholders’ equity as to 
both dates shall be established by certified audits which 
shall include liability certificates and litigation certificates. 
For the purpose of making such adjustment, it is agreed and 
stipulated that each share of Delmarva’s common capital 
stock has an exact value of $12 per share. 


To reimburse Delmarva for the purchase price of the respec- 
tive Chestertown properties, Delmarva-Maryland will issue 
and deliver 10,000 shares of its common capital stock 
valued at its par value of $100 per share. It will also issue a 
30-year promissory note bearing 912% interest. The remain- 
ing balance due Delmarva will be paid in cash. 


Applicants-declarants state the proposed acquisition will 
simplify and integrate the electric business in this part of the 
Delmarva system for more efficient and economic operation. 
It is stated that as a result of the acquisition, Delmarva will 
provide the managerial and operational expertise and the 
additional capital required to meet the standards of service 
and growth deemed appropriate by the regulatory com- 
missions having jurisdiction in the respective territories. It is 
further stated that there will be no adverse impact on the 
customers of the Delmarva system, that Chestertown 
customers will pay at the same rates now paid until such 
time as rate revision is authorized by the appropriate 
regulatory commission. Currently, there is little difference 
between the rates charged by the two companies. 


At closing, the stockholders of Chestertown will convey to 
Delmarva-Maryland all of the issued an outstanding com- 
mon and preferred stock of Chestertown. Delmarva- 
Maryland will receive the common and preferred stock of 
Chestertown. Delmarva-Maryland will liquidate with cash all 
of the Chestertown notes to banks, officers and others with 
accrued interest aggregating approximately $487,000 as of 
December 31, 1975, and debit gross utility plant excess 
acquisition cost for like amount. The remaining assets in the 
amount of $2,021,000 and liabilities in the amount of 
$440,000 of Chestertown will be merged into Delmarva- 
Maryland and the Chestertown corporation will be dissolved. 
At December 31, 1975, Delmarva would issue 187,000 
shares of its stock valued at $2,245,000 to the Chestertown 
stockholders. The total excess acquisition cost will be ap- 
proximately $1,151,000. The stock will be issued privately 
without registration under the Securities Act of 1933, sub- 
ject to the limits as to transferability set forth in the Offer to 
Exchange Shares. 


Applicants-declarants state that Delmarva submitted the 
most favorable offer for the Chestertown properties in 
response to a request for a proposal. Thereafter, an Offer to 
Exchange Shares was made by Delmarva on March 8, 1976, 
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subject to the receipt of all necessary regulatory approvals, 
and was subsequently accepted by all stockholders of 
Chestertown. Delmarva has assigned to Delmarva-Maryland 
its rights and obligations under said offer. 


The consideration offered by Delmarva is stated to have 
been determined through appraisal of the property, business 
and service area to be acquired in consultation with Middle 
West Service Company, independent consultants and ap- 
praisers to the utility industry. 


The Public Service Commission of Maryland and the Public 
Service Commission of Delmarva have approved the pro- 
posed transactions. No other State or Federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. The fees and expenses to be incurred 
in connection with these transactions are estimated at $23.,- 
200, including legal fees of $11,000, and appraisal and ac- 
countant fees of $7,207. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19615), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19654/August 19, 1976 


Administrative Proceeding File Nos.: 3-288 and 3-4708 
In the Matter of 


NORTHEAST UTILITIES 
(70-4306) 


THE CONNECTICUT LIGHT & POWER COMPANY 
THE HARTFORD ELECTRIC LIGHT COMPANY 
THE CONNECTICUT GAS COMPANY 
NORTHEAST UTILITIES SERVICE COMPANY 
(54-252) 


ORDER DENYING PETITION FOR REHEARING 


On June 16, 1976, we issued our Findings and Opinion and 
Order approving the proposed sale of the gas properties in 
the Northeast Utilities system to The Connecticut Natural 
Gas Company ("CNG") and to the Town of Wallingford, 
Connecticut. (HCAR No. 19576, SEG ). The 
Southern Connecticut Gas Company (“Southern”), an un- 
successful bidder for all or portions of those properties, op- 
posed the sale. It has filed a Petition for Rehearing dated 
July 2, 1976. All who appeared in the proceeding were af- 
forded an opportunity to respond on or before July 30. 
Northeast and its subsidiaries did so. 


In its Petition for Rehearing, Southern essentially repeats the 
arguments it made in its brief, which we have dealt with at 
length in our decision. In addition, Southern states that it is 
prepared to present new evidence concerning CNG’s ability 
to finance the aquisition of the gas properties. This was also 
an issue to which Southern devoted much attention at the 
hearing and in its arguments. Southern now states that sub- 
sequent testimony by CNG before the Connecticut Public 
Utilities Control Authority (““PUC’’) is inconsistent with its 
testimony in this proceeding concerning anticipated savings 
to be realized in combining the Northeast gas properties 
with its own and the estimated financing costs which it will 
incur. 


As we noted in our Findings and Opinion, we do not have 
jurisdiction over CNG or its financing plan; the PUC does. 
Our interest in the question of alleged savings and financing 
was to assure ourselves that CNG’s proposal was not so un- 
reasonable and unlikely of consummation as to render the 
sale unworthy of consideration. We acknowledged that 
there were genuine differences of opinion among experts. 
We alluded to the savings which could result from com- 
bining Northeast’s gas properties with CNG’s. We did not 
make definitive findings with respect to any estimates of 
savings and financing costs. Our limited inquiry and con- 
clusions would not be affected by a change in CNG’s es- 
timates. The Petition for Rehearing is denied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9397/August 13, 1976 


In the Matter of 

STANDARD & POOR’S/INTERCAPITAL LIQUID 
ASSET FUND, ASSET FUND, INC. 

1775 Broadway . 

New York, New York 10019 

(812-3922) 
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ORDER PURSUANT TO SECTION 6(c) OF THE ACT FOR 
EXEMPTION FROM SECTIONS 19(a) AND 19(b) OF THE 
ACT, AND RULE 19b-1 THEREUNDER 


Standard & Poor's/InterCapital Liquid Asset Fund, Inc. 
(“Applicant’’), an open-end, diversified management invest- 
ment company registered under the Investment Company 
Act of 1940 (‘Act’) filed an application on March 5, 1976, 
and an amendment thereto on May 20, 1976, pursuant to 
Section 6(c) of the Act for an order of the Commission ex- 
empting Applicant from the provisions of Sections 19(a) and 
19(b) of the Act and Rule 19b-1 thereunder to permit 1) dai- 
ly posting to shareholders’ accounts of dividends which may 
include realized gains without disclosing the source of such 
dividend each time a dividend is posted and 2) permitting 
the Applicant to distribute any realized capital gains upon 
realization, rather than only once annually. 


On July 6, 1976, notice was issued (Investment Company 
Act Release No. 9312) of the filing of the application. The 
notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application 
would be issued on the basis of the information stated 
therein unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not ordered 
a hearing. 


The matter having been considered, it is found that the grant- 


ing of the requested exemption is appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from the provisions of Sections 
19(a), 19(b) of the Act and Rule 19b-1 thereunder be and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


Geurge A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9398/August 16, 1976 


in the Matter of 

RESERVE MANAGEMENT CORPORATION 

and 

THE RESERVE FUND, INC. 

810 Seventh Avenue 

New York, New York 10019 

(812-3902) 

NOTICE OF AND ORDER FOR HEARING ON 
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APPLICATION PURSUANT TO SECTION §(c) OF THE ACT 
FOR EXEMPTION FROM THE PROVISIONS OF SECTION 
15(a) OF THE ACT. 


Reserve Management Corporation (“Management”), and 
The Reserve Fund, Inc. (“Fund”) (collectively, ‘““Applicants’’), 
an open-end, diversified, management investment company 
registered under the Investment Company Act of 1940 
(“Act’’), filed an application on January 30, 1976, pursuant 
to Section 6(c) of the Act for an order of the Commission ex- 
empting from the provisions of Section 15(a) of the Act a 
proposed retroactive implementation of the Fund's invest- 
ment advisory contract (“Agreement”) with Management. 
Under that proposal, the Fund would pay to Management 
approximately $523,030 for investment advisory and other 
services rendered between July 17, 1975, and October 20, 
1975, which the application states as representing the 
difference between (1) payment in the aggregate amount 
specified in the Agreement and a separate ‘service 
agreement’, and (2) the cost, already paid by the Fund, of 
providing those services. 


On May 5, 1976, a notice (Investment Company Act 
Release No. 9275) was issued of the filing of the applica- 
tion. That notice, which is incorporated herein be reference, 
gave interested persons an opportunity to request a hearing 
and stated that an order disposing of the application would 
be issued as of course unless a hearing should be ordered. 


Certain interested persons have filed requests for a hearing. 
It appears to the Commission that it is appropriate in the 
public interest and consistent with the protection of in- 
vestors to hold a hearing with respect to said application. 


IT IS ORDERED, pursuant to Section 40(a) of the Act, that a 
hearing on said application under the applicable provisions 
of the Act be held at a time and place to be fixed by further 
order as provided by Rule 6 of the Commission's Rules of 
Practice (17 C.F.R. 201.6). Any person desiring to be heard 
or otherwise wishing to participate in the proceeding is 
directed to file with the Secretary of the Commission his 
application as provided by Rule 9(c) of the Commisison’s 
Rules of Practice, setting forth any issues of law or fact 
which he desires to controvert, or any additional issues 
which he deems raised by this Notice and Order or by said 
application. Persons filing an application to participate or be 


-heard wil! receive notice of the date of the hearing, and any 


adjournments thereof, as well as other actions of the Com- 
mission involving the subject matter of these proceedings. 


IT 1S FURTHER ORDERED that any officer or officers of the 
Commission designated by it for that purpose shall preside 
at said hearing. The officer so designated is hereby autho- 
rized to exercise all the powers granted to the Commission un- 
der Sections 41 and 42(b) of the Act and to an Ad- 
ministrative Law Judge under the Commission's Rules of 
Practice. 


The Division of Investment Management has advised the 
Commission that it has made a preliminary examination of 
the application and that, upon the basis thereof, the follow- 
ing matters and questions are presented for consideration 
without prejudice to its specifying additional matters and 
questions upon further examination: 


(1) whether the proposed retroactive implementation 
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of the Agreement and the payments to Management 
for certain investment advisory services rendered prior 
to approval of the Agreement by Fund shareholders 
would be necessary or appropriate in the public in- 
terest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act: 


(2) whether the Fund’s previous investment advisory 
contract with Management was properly in effect prior 
to June 1, 1975; if not, whether such invalidity of the 
previous contract was caused by misconduct on the 
part of Management or its controlling persons; and, in 
the latter event, whether the proposed payments to 
mangement are appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act; and 


(3) whether the manner in which the Agreement was 
negotiated and approved by the Fund’s directors and 
ratified by the Fund’s shareholders was proper in all 
respects. 


IT IS FURTHER ORDERED that at the aforesaid hearing 
attention should be given to the foregoing matters. 


IT 1S FURTHER ORDERED that the Secretary of the Com- 
mission shall give notice of the aforesaid hearing by mailing 
a copy of this Notice and Order by certified mail to the 
Applicants and to the persons who have requested a hear- 
ing; that notice to all other persons be given by publication 
of this Notice and Order in the Federal Register; that a copy 
of this Notice and Order shall be published in the ‘SEC 
Docket’; and that an announcement of the aforesaid hearing 
shall be included in the “SEC New Digest.’ 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9399/August 17, 1976 


In the Matter of 


AMERICAN GENERAL SHARES, INC. 
2777 Allen Parkway 
Houston, Texas 77019 


(812-3978) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING A PROPOSED EXCHANGE OF SHARES 
FROM THE PROVISIONS OF SECTIONS 22(c), 22(d) AND 
RULE 22c-1 THEREUNDER. 


On July 21, 1976, a notice was issued (Investment Com- 
pany Act Release No. 9363) of an application filed on July 2, 


1976, by American General Shares, Inc. (‘Applicant’), 
registered as an open-end, diversified, management invest- 
ment company under the Investment Company Act of 1940 
(“Act”), pursuant to Section 6(c) of the Act for an order of 
the Commission exempting from the provisions of Section 
22(c) and 22(d) of the Act and Rule 22c-1 thereunder a 
proposed transaction pursuant to which shares of American 
General Income Fund, one of two separate classes of stock 
of the Applicant, will be issued at a price other than the 
current public offering price in exchange for substantially all 
of the assets of Lang & Co., a Washington corporation and a 
personal holding company, and at a price other than the 
price next determined after the receipt of an order to 
purchase its shares. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the grant- 
ing of the requested exemptions is appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from the provisions of Sections 
22(c) and 22(d) of the Act and Rule 22c-1 thereunder, to the 
extent requested, be, and hereby, is, granted effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9400/August 17, 1976 


In the Matter of 


MONEY RATES INCOME FUND, INC. 
108 Connecticut Avenue 
Norwalk, Connecticut 06854 


(811-2504) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT MONEY RATES INCOME FUND, INC. 
HAS CEASED TO BE AN INVESTMENT COMPANY 


On July 13, 1976, a notice was issued (Investment Com- 
pany Act Release No. 9354), stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“Act’’), to declare by order on its own 
motion that Money Rates Income Fund, Inc. (“Fund”) has 
ceased to be an investment company as defined in the Act. 


SEC DOCKET/255 








The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the matter 
would be issued on the basis of information stated therein 
unless a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a hear- 


ing. 


The matter has been considered and it is found that the Fund 
has ceased to be an investment company. Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, that the 
registration of Money Rates Income Fund, Inc., under the 
Act shall cease to be in effect. 


For the Commission, by the Division of investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9401/August 19, 1976 


In the Matter of 


THE LAFITTE COMPANY, INC. 
6100 Dutchmans Lane 
Louisville, Kentucky 40205 


(812-3890) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR EXEMPTION FROM ALL PROVISIONS 
OF THE ACT. 


NOTICE IS HEREBY GIVEN that The Lafitte Company, Inc. 
(“Lafitte”), a Delaware corporation, filed an application on 
December 22, 1975, and amendments thereto on February 
9, 1976, April 28, 1976, May 28, 1976, and July 20, 1976, 
pursuant to Section 6(c) of the Investment Company Act of 
1940 (the ‘“Act’’), for an order of the Commission exempting 
Lafitte, subject to certain conditions, from all provisions of 
the Act and Rules and Regulations promulgated thereunder 
for a period of one year. All interested persons are referred 
to the application on file with the Commission for a state- 
ment of the representations contained therein, which are 
summarized below. 


Lafitte was incorporated in Delaware in 1946 and has, to 
date, been primarily engaged in the business of exploring for 
and extracting oil and gas in Louisiana and Kéntucky. Lafitte 
also owns a significant portfolio of investment securities. 


Shortly after its organization, Lafitte issued shares of its 
common stock for certain assets of Louisville Refining Com- 
pany. These assets consisted primarily of working interests 
in certain oil and gas properties located in Louisiana and 
fee interests in certain oil and gas properties located in Ken- 
tucky. 


Lafitte directly explored for and extracted oil and gas from 
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its Louisiana properties until April of 1947 when it entered 
into a unitization agreement with Texaco, Inc. 


Lafitte’s primary activity in connection with the agreement, 
which is still in effect, is the monitoring of Texaco’s field 
operations. The Louisiana properties have been the major 
source of Lafitte’s income. The current fair market value of 
these properties is estimated to be between $1.6 million and 
$2.1 million. Lafitte estimates that these properties will be 
depleted in five to ten years. 


Lafitte began developing certain of its Kentucky properties in 
1952 and continued to operate portions of these properties 
until June-1, 1975, when it sold all of its producing working 
interests. Lafitte continues to own approximately 29,000 
acres of oil and gas properties in Kentucky. Its income from 
these properties consists of rentals and oil royalties. Lafitte 
also owns approximately 23,000 acres of gas producing 
properties in Kentucky. These properties are being operated 
by unaffiliated gas companies, and Lafitte’s income from 
these properties consists, primarily, of gas royalties. The 
current fair market value of Lafitte’s Kentucky properties is 
approximately $250,000. 


Lafitte’s oil and gas operations have been consistently 
profitable and have generated substantial amounts of cash 
income which has been invested in securities. The curtail- 
ment of drilling and exploration activity in Kentucky during 
the late 1960's and early 1970's resulted in further capital 
accumulation and investment in securities. 


Lafitte’s stock is owned by 113 stockholders. It has never 
made, is not making, and does not propose to make a public 
offering of its securities. 


Section 3(a)(3) of the Act, in pertinent part, defines an in- 
vestment company to mean any issuer which is engaged in 
the business of investing, reinvesting, owning, holding, or 
trading in securities, and owns investment securities having 
a value exceeding 40% of the value of such issuer's total 
assets, exclusive of Government securities and cash items, 
on an unconsolidated basis. 


As of December 31, 1975, Lafitte owned investment 
securities having a market value of approximately $5.9 
million. These securities represent approximately 70% of the 
value of Lafitte’s total assets, exclusive of Government 
securities and cash ttems, on an unconsolidated basis. 
Lafitte therefore comes within the definition of an invest- 
ment company set forth in Section 3(a)(3) of the Act. 


Lafitte contends that it is a private company, rather than a 
public company, and, thus, the type of company intended to 
be exempted from the Act. It therefore has requested an 
order of the Commission, pursuant to Section 6(c) of the 
Act, exempting it, subject to certain conditions, from all 
provisions of the Act and the rules and regulations 
promulgated thereunder for a period of one year. Section 
6(c) of the Act, as here pertinent, provides that the Commis- 
sion may, by order upon application, conditionally or uncon- 
ditionally exempt any person from any provision or 
provisions of the Act or from any rule or regulation 
thereunder, if and to the-extent that such exemption is 
necessary or appropriate in the public interest and consis- 
tent with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
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Lafitte asserts that private investment companies were not 
intended to be within the purview of the Act and further 
asserts that Section 3(c)(1) of the Act was designed to ex- 
clude such private investment companies from the definition 
of an investment company. Section 3(c)(1) of the Act, in per- 
tinent part, provides that, notwithstanding the definition of 
an investment company set forth in Section 3(a) of the Act, 
any issuer whose outstanding securities are beneficially 
owned by not more than one hundred persons and which is 
not making and does not presently propose to make a public 
offering of its securities is not an investment company within 
the meaning of the Act. 


Lafitte is not making and does not presently propose to 
make a public offering of its securities, but its common stock 
is benefically owned by 113 persons. Lafitte asserts that, 
even though it has 113 shareholders, it is a private company 
to which the exception provided by Section 3(c)(1) was 
directed. Lafitte states that the 100 shareholder limitation is 
Section 3(c)(1) of the Act is an arbitrary figure and that ad- 
ditional factors are to be weighed in determining whether an 
issuer is a public or a private company. 


In support of its contention that it is a private company, 
Lafitte states that no public exchange or over-the-counter 
market exists, or has ever existed, in its common stock, and 
that disposal of shares by sale is rare with only 29 such 
transactions in the period from 1946 to 1975. 


Lafitte further asserts that it has never made a public offer- 
ing of its common stock and that all of its original 
shareholders were founders of Lafitte, their personal or 
business friends, or employees, or principals of small 
businesses which were acquired and subsequently operated 
by Lafitte. Lafitte represents that, while a total of 93 persons 
acquired shares directly from Lafitte during the period 1946 
to 1975, only 29 of its present shareholders so acquired 
their shares and that 79 of its present shareholders acquired 
their shares as the result of intra-family devises and be- 
quests. Lafitte states that only 6 of its present shareholders 
acquired their shares solely as a result of purchases from 
existing shareholders and that these transactions involved 
less than 1% of Lafitte’s outstanding securities. 


Lafitte states that 75% of its stock is closely held by 
members of three founding families and that a member or 
representative of each family is currently active in the con- 
duct of Lafitte’s business. 


Lafitte asserts that the requested exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and purposes of the Act. 


Lafitte consents and agrees that any order issued by the 
Commission pursuant to this Application shall be effective 
for a period of one year, subject to the conditions that 
Lafitte’s securities are not beneficially owned by more than 
135 persons and that no registered broker-dealer initiates a 
regular trading market in its securities. 


At the end of the one-year period, Lafitte expects either to 
have less than 100 shareholders, to be primarily engaged in 
a non-investment company business, or to have taken sub- 
stantial steps toward implementing a plan of liquidation, dis- 
tribution and dissolution. If, at the end of the one year 
period, Lafitte is still an investment company within the 


meaning of the Act, Lafitte states that it will promptly 
register as such with the Commission. 


Lafitte further represents that it is presently negotiating with 
Sabine Royalty Corporation (‘“Sabine’’) of Dallas, Texas con- 
cerning the sale of substantially all of Lafitte’s assets to 
Sabine. If the proposed sale is consummated, Lafitte will be 
liquidated and all of Lafitte’s assets, less those assets retained 
to meet claims, will be distributed in complete liquidation 
within a twelve month period beginning on the date of the 
adoption of Lafitte’s plan of complete liquidation. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 13, 1976, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
this matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 600 miles from the point of 
mailing) upon Lafitte at the address stated above. Proof of 
such service (by affidavit, or in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following September 
13, 1976, unless the Commission thereafter orders a hear- 
ing upon request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to whether a 
hearing is ordered, will receive any notices or orders issued 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9402/August 19, 1976 


In the Matter of 


VARIABLE ANNUITY ACCOUNT E OF AETNA 
VARIABLE ANNUITY LIFE INSURANCE COMPANY 


and 


AETNA VARIABLE ANNUITY LIFE 
COMPANY 

151 Farmington Avenue 

Hartford, CT. 06156 


INSURANCE 


(812-3969) 
ORDER PURSUANT TO SECTION 11 OF THE ACT 
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APPROVING OFFERS OF EXCHANGE AND PURSUANT TO 
SECTION 6(c) OF THE ACT GRANTING EXEMPTION FROM 
SECTIONS 27(a)(3), 26(a) AND 27(c)(2). 


Variable Annuity Account E of AEtna Variable Annuity Life 
Insurance Company (“Account E”), registered under the 
Investment Company Act of 1940 (‘Act’) as a unit invest- 
ment trust, and AEtna Variable Annuity Life Insurance Com- 
pany (‘‘AEtna Variable”), an Arkansas stock life insurance 
company (sometimes hereinafter referred to as 
“Applicants’’), filed an application on June 16, 1976, and an 
amendment thereto on July 20, 1976, pursuant to Section 
11 of the Act for approval of offers of exchange and pur- 
suant to Section 6(c) of the Act for an order of exemption 
from Sections 27(a)(3), 26(a) and 27(c)(2). 


On July 23, 1976, the Commission issued a notice (Invest- 
ment Company Act Release No. 9364) of the filing of the 
application. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order dispos- 
ing of the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 


The matter has been considered and it has been found that 
the granting of the application is appropriate in the public in- 
terest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 11 of the Act, that the 
proposed exchange offers are approved, and, pursuant to 
Section 6(c) of the Act, that the application for exemption 
from the provisions of Sections 26(a), 27(a)(3), and 27(c)(2) 
of the Act, be, and hereby is, granted effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTOR ADVISER ACT OF 1940 
Release No. 530/August 17, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12711/August 17, 1976 
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LITIGATION 





LITIGATION RELEASE NO. 5721 S : 
August 13, 1976 


SECURITIES AND EXCHANGE COMMISSION v. 

AMERICAN INSTITUTE COUNSELORS, INC., et al. (United e 
States District Court for the district of Columbia, Civil Action 
75-1965) 


The Securities and Exchange Commission (‘Commission’) 
announced today: 


(1) the issuance on July 8, 1976 by the Honorable 

Gerhard Gesell, United States District Court Judge for €@ 
the District of Columbia of an Order authorizing the 

Commission and the Special Counsel to engage in the 

activities contemplated by the Decree of the Swiss 

Banking Commission (the ‘‘Decree’’) regarding 

Progress Foundation (‘Progress’) a Swiss corporation, 

Mondial Commercial Limited (‘Mondial’), a 

Liechtenstein business corporation, Monte Sole, S.A. &@ 
(“Monte Sole’’), a Swiss corporation, Friends of AIER 

Fellowship Foundation ("Friends of AIER’), an incor- 

porated Liechtenstein foundation and World Economic 

Research Trust Registered ("“WERTREG”), an incor- 

porated Liechtenstein trust (sometimes hereinafter 

collectively referred to as the “Progress Group”); 


(2) the issuance, on April 5, 1976, upon the motion of ve 
the Commission by Judge Gesell of a Judgment of 

Permanent Injunction and Other Relief against ) é 
Progress, Mondial, Monte Sole, Friends of AIER, 


WERTREG, Daria Zeilinger (‘Zeilinger’’), executive 

secretary and trustee of Progress, and Kishore 

Premchand ("‘Premshand”), president and trustee of 

Progress enjoining them from violations of the an- it - ) 
tifraud and registration provisions of the Securities Act 

of 1933, the Securities Exchange Act of 1934, and 

the Investment Company Act of 1940, and the 

registration, reporting and antifraud provisions of the 

Investment Advisers Act of 1940; 


(3) that on March 25, 1976, Judge Gesell ordered @ 
Swiss Life Insurance and Pension Company (‘Swiss 

Life’) to comply with its Undertaking and Stipulation; 

and 


(4) the issuace of judgments of permanent injunction 

against William F. Harwood (“‘W.F. Harwood”), the ad- 

ministrative director and assistant treasurer of 

American Institute Counselors, Inc. (‘AIC’) and «@ 
American Institute for Economic Research (‘‘AIER”) 

former trustee of AIC and Friends of AIER, Charles W. 

Hurll (“Hurll’), president of AIC, and Joseph German 

(“German”), executive vice president and account 

supervisor of AIC. 


|. The Swiss Banking Commission Decree and the Distribu- ) 
tion of the Assets to American Investors 


On July 8, 1976, Judge Gesell issued an Order authorizing 
the Commission and the Special Counsel to engage in the 
activities contemplated by the Decree of the Swiss Banking a ( 
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Commission (the ‘“Decree’’) submitted to the Court on June 
18, 1976. In his Order, Judge Gesell stated that the Decree 
“provides the best available method for identifying and 
determining the assets in question, which is essential to for- 
mulation of an appropriate plan or plans for safeguarding 
and eventually distributing said assets consistent with the 
public interest and the desires of the Swiss Government.” 
Judge Gesell further authorized and directed the Special 
Auditor, Coopers & Lybrand, in carrying out its functions as 
Special Auditor, to work jointly with Coopers & Lybrand, AG, 
Basel, Switzerland, in the manner contemplated by the 
Decree and instructions of the Swiss Banking Commission. 


Pursuant to said Decree, issued by the Swiss Banking Com- 
mission with the Consent of the Progress Group, all assets 
held by Mondial in its Metric Accounting Unit Storage 
Agreement, Metric Accounting Unit Survival Contract, 
Monte Sole Participating Lease, Sovereign Contract, and 
Gold Coin Collection subaccounts and all assets held by 
Friends of AIER, WERTREG and Monte Sole to which in- 
vestors are entitles (with the exception of the assets relating 
to Reserved-Life-Income Contributions to AIER) will be dis- 
tributed in a manner satisfactory to the Commission and the 
court. Pending the distribution of assets envisioned by the 
Decree under the supervision of the Swiss Banking Commis- 
sion, the Swiss Banking Commission shall continue to freeze 
all assets to which investors are entitled and to maintain 
such frozen assets in an account bearing interest at the 
highest obtainable rate consistent with the safety of the 
funds. 


The Decree further provides for the delivery of the assets 
relating to the Reserved-Life-Income Contributions to AIER 
into the United States in a manner satisfactory to the Com- 
mission and the Court. Judge Gesell’s July 8, 1976 order 
specifically requires that such delivery of assets shall not be 
effectuated without further Order of the Court. 


In the Decree, the Swiss Banking Commission also 
designated Coopers & Lybrand, AG, of Basel, Switzerland, to 
among other things: 


(1) Conduct an audit in accordance with Swiss and 
United States auditing standards of the Progress 
Group for the period July 1, 1973 to the present to 
ascertain all assets held by Mondial, Mondial’s subac- 
counts, Friends of AIER, WERTREG or Monte Sole, 
and any additional assets held by any member of the 
Progress Group to which investors are entitled: 


(2) Prepare a balance sheet for Mondial, Mondial’s 
subaccounts, Friends of AIER. WERTREG and Monte 
Sole: 


(3) Review the propriety of all transactions between 
the entities in the Progress Group or other affiliates of 
such entities; 


(4) review the extent to which funds or assets, if any 
have been dissipated, concealed or diposed of illegally 
or by breach of any duty to investors or have been 
utilized in a manner inconsistent with written 
representations furnished to, or contracts with, in- 
vestors; 


(5) Review the account of each present and former in- 


vestor in order to determine all investments, transac- 
tions, distributions and withdrawals for such accounts; 


(6) Make a recommendation to the Swiss Banking 
Commission with the advice and assistance of the 
Special Counsel, Ernest Sargeant, of a plan of distribu- 
tion by which all assets held be Mondial, Mondial’s 
subaccounts, Friends of AIER, WERTREG and Monte 
Sole, to which investors are entitled will be distributed 
to investors; 


(7) Carry out the plan of distribution under the supervi- 
sion of the Swiss Banking Commission; and 


(8) Prepare a report which will be submitted to the 
Swiss Banking Commission, the Commission and the 
Court. 


All information obtained by the Special Auditor shall be 
made available without limitation, to the Swiss Banking 
Commission, the Progress Group and the Commission ex- 
cept that a numerical code will be substituted for the names 
of investors when the information is made available to the 
Commission. However, all information concerning investors 
and their accounts, including but not limited to the names of 
investors and the corresponding numerical code, shall be 
provided to the Commission, without limitation, if: (1) the 
Swiss Banking Commission determines that fraud or mis- 
representation has occurred in connection with the specific 
investments with which investors are involved; (2) written 
consent of investors is obtained; or (3) the information is 
provided with respect to investors whose identities are 
already in the Commission's possssion. 


In connection with any distribution, all efforts will be made 
to minimize costs to investors and U.S. investors shall have 
the option of having assets to which they are entitled return- 
ed to the United States or maintained in Switzerland in an 
individual account so long as such arragement is consistent 
with the laws of Switzerland and the United States and ac- 
complished in a manner satisfactory to the Swiss banking 
Commission, the SEC and the Court. 


Pursuant to Judge Gesell’s July 8, 1976 Order, the Special 
Counsel shall submit a report to the Court containing his 
recommendation as to the appropriate manner and method 
of distribution of the assets held by the Progress Group to 
United States investors. Moreover, within 45 days of said 
Order, the Commission and the Special Counsel shall report 
to the Court on the progress being made by the Special 
Auditor and Special Counsel to implement the Decree, and 
at that time include recommendations with respect to the 
feasibilty, if any of making any interim distributions to United 
States investors. All such reports shall be served on the par- 
ties to the litigation. 


It should be emphasized that no distribution of assets or 
payments to investors shall be made without prior approval! 
of the Court after full notice to the parties with opportunity 
to be heard. 


Finally, the Progress Group agreed (1) to cooperate with 
the Swiss Banking Commission and make available to them 
all books and records and (2) not to engage directly or in- 
directly in violation of any United States law relating to (a) 
the management of funds and assets of U.S. citizens, 
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or (b) the offer or sale of securities in the United States. 


Il. Final Judgment of Permanent Injunction 


Pursuant to the Final Judgment of Permanent Injunction and 
other Relief of April 5, 1976, defendants Progress, Mondial, 
Fiends of AIER, WERTREG, Monte Sole, Premchand and 
Zeilinger were permanently enjoined from, among other 
things, 


(a) making use of the meansa and instrumentalities of in- 
terstate commerce or of the mails to (1) sell, offer to sell, 
offer to buy, or (2) carry or cause to be carried for sale or 
delivery after sale securities of American Institute 
Counselors, Inc. (“AIC”), American Institute for Economic 
Research ("AIER”), Progress, Mondial, Mone Sole, Swiss 
Life, Friends of AIER, WERTREG (hereinafter collectively 
referred to as the “AIC Group”), including, but not limited to, 
Metric Accounting Unit Storage Agreements (““MAUSA”"), 
Metric Accounting Unit Survival Contracts (““MAUSC’), 
Monte Sole Participating Leases (“MSPL”’), Swiss Franc An- 
nuity Contracts, Reserved-Life-Income Contributions to 
AIER, Sovereign Contracts and Gold Coin Collections 
(hereinafter collectively referred to as the ‘‘Securities’’), un- 
less a registration statement is filed or in effect with the 
Commission; 


(b) obtaining money or property by means of, or making any 
untrue statement of a material fact or omitting to state a 
material fact necessary in order to make the statements 
made, in the light of the circumstances under which they 
were made, not misleading, concerning, among other things: 
(1) the financial condition of 

(2) the present or future prospects of 

(3) the business operations of 

(4) the value of the inventory or investment portfolio of 
(5) the present or propective value of securities of 

(6) the sales, income or expenses of 

(7) the contingent liabilities, reserves or stockholders; equity of 
(8) the source, amount or nature of the compensation 
received or paid to others in connection with transations in 
securities of 

(9) the ownership of the securities of 


(10) the dissemination of information with respect to 


(11) the safety or return on or risks associated with in- 
vestments in securities of 


the AIC Group or any other issuer of securities. 
(c) employing any device, scheme or artiface to defraud: 
.(d) engaging in any act, pratice or course of business which 


operates or would operate as a fraud or deciet upon any per- 
son; 
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(e) acting, conducting or engaging in business as or aiding or 
abetting a broker or dealer and, as such, effecting any tran- 
saction in or inducing or attempting to induce the purchase 
or sale of any security, without being registered with the 
Commission as a broker or dealer; 


(f) engaging in the business of advising others, for compen- 
sation, wither directly or through any publication or writing 
as to the value of any security or as to the advisability of in- 
vesting in, purchasing or selling any security, or issuing or 
promulgating any analysis or report concerning securities, 
for compensation and as part of a regular business, without 
being registered with the Commission as an investment ad- 
visor; 


(g) acting as or aiding and abetting others acting as an in- 
vestment company, without being registered with the Com- 
mission as an investment company; 


(h) permitting any investor in the Securities to rescind 
cancel or alter their agreements, contracts or investment 
arrangements with the AIC Group; 


(i) selling, transferring, loaning or otherwise disposing of any 
of the Securities directly or indirectly owned by, controlled 
by or in the custody of the AIC Group, or effecting any tran- 
saction or exercising any power with respect thereto. 


Ill. Swiss Life’s Undertaking and Stipulation 


The Commission also announced today that on March 25, 
1976 Judge Gesell ordered Swiss Life to comply with an 
Undertaking and Stipulation by which Swiss Life, without 
admitting or denying the allegations in the Commission's 
Complaint, has undertaken, 


(a) that it will not, in the absence of any applicable exemp- 
tion, make use of the mails or interstate commerce to offer 
to sell or sell any securities of Swiss Life, Swiss Franc An- 
nuity Contracts or other annuities, unless a registration 
statement is in effect with the Commission with respect to 
such securities; 


(b) that it will give advance notice to the Commission before 
making any future sales or offers to sell such securities to 
United States residents by use of the mails or interstate 
commerce; 


(c) that it will give appropriate notice of the litigation and of 
its undertaking to all persons who purchased such Swiss 
Life Securities through or on the recommendation of other 
defendants in this action, where the sale to such person was 
made by utilizing the United States mails or interstate com- 
merce 


IV. W.F. Harwood, German, Hurll Permanently Enjoined 


The Commission further announced that on January 28, 
1976, February 9, 1976, and March 31, 1976 respectively, 
defendants W.F. Harwood, German and Hurll, without ad- 
mitting or denying the allegations in the Commission's 
Complaint except as to jurisdiction, consented to the entry of 
judgments of permanent injunction enjoining them from 
violations of the registration, anti-fraud and record-keeping 
provisions of the federal securities laws. 


For further information regarding the institution of the 
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Original civil injunctive action, the entry of a Final Judgment 
of Permanent Injunction against AiC and AIER, and the 
issuance of a Temporary Restraining Order on November 25, 
1975, see Litigation Release No. 7183. For further informa- 
tion regarding the Final Orders entered by Judge Gesell 
against Swiss Credit Bank and Edward C. Harwood, see 
Litigation Release Nos. 7475 and 7508. 





Litigation Release No. 7522/August 17, 1976 


SEC v. SOUTHERN CRUDE OIL AND GAS CO., ET AL 
(E.S. LA., CIVIL ACTION NO. 76-955) 


Richard M. Hewitt, Administrator of the Forth Worth 
Regional Office of the Securities and Exchange Commission, 
announced that on June 4, 1976 Federal District Judge Fred 
J. Cassibry at New OrleaNS, Louisiana, entered orders of 
permanent injunction prohibiting Southern Crude Oil and 
Gas Co., Inc., Martin Kingshill, Ill, both of Metairie, Louisiana 
and John Earnest Faletti, Irving, Texas, formerly of Metairie, 
from further violations of the registration and antifraud 
provisions of the federal securities laws in connection with 
the offer and sale of fractional undivided working interests in 
oil and gas leases issued by Southern Crude Oil and Gas Co., 
Inc. 


On July 6, 1976, Federal District Judge Morey L. Sear at 
New Orleans entered an order of permanent injunction 
prohibiting William Brewer, Dallas, Texas, formerly of 
Metairie, from further violations of the registration and an- 
tifraud provisions of the federal securities laws in connection 
with the offer and sale of fractional undivided working in- 
terests in oil and gas leases issued by Southern Crude Oil 
and Gas Co., Inc. 


Also on July 6, Judge Sear entered an order appointing 
Harry A. Rosenberg, Esq., Hibernia Bank Building, New 
Orleans, Louisiana, as Temporary Receiver for Southern 
Crude Oil and Gas Co., Inc. pursuant to the Commission's 
request. 


The defendants consented to the entry of the orders of per- 
manent injunction without admitting or denying the 
allegations in the Commission’s complaint. 


The complaint, filed on March 31, 1975, alleged that 
Southern Crude Oil and Gas Co., Inc., Kingshille, Faletti and 
Brewer engaged in the offer and sale of unregistered frac- 
tional undivided working interests in oil and gas leases 
located in Texas and Nebraska by means of high pressure, 
long distance telephone boiler-room sales pitches which 
contained numerous false and misleading representations 
and omissions of material facts. The complaint also alleged 
that partly as a result of a diversion of funds the company 
was insolvent and unable to drill and complete the oil wells 
in which it had sold fractional undivided working interests to 
the public. 


2 For further information, see Litigation Release No. 7342. 


Litigation Release No 7523/August 17, 1976 


SEC v. PETCO OIL & GAS, INC., ET AL 
(W.D. OKLA.) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, today 
announced that Federal District Judge Fred Daugherty, 
Oklahoma City, Oklahoma, has entered orders of permanent 
injunction against the following named defendants: Thomas 
M. Bertch, Jr., Houston Texas, May 24, 1976; Tom 
Bohanan, Oklahoma City, Oklahoma, June 14, 1976; 
George A. Schoepf, Wichita, Kansas, June 14, 1976; Betty 
Jo Juanita Whitaker, Houston Texas, June 14, 1976; Floyd 
C. Wilson, Wichita, Kansas, June 14, 1976; Petco Oil & 
Gas, Inc., Oklahoma City, Oklahoma, July 8, 1976; Kentucky 
Crude Oil & Gas Co., Inc., Louisville, Kentucky, July 23, 
1976; and John E. Faletti, Irving Texas, August 2, 1976, all 
involving the offer and sale of fractional undivided working 
interests in oil and gas leases issued by Petco Oil & Gas, 
Inc., U.S. Crude Oil & Gas, Inc. and Kentucky Crude Oil & 
Gas Co., Inc. 


The defendants consented to the entry of the injunctive 
orders without admitting or denying the allegations of the 
Commission's complaint filed March 18, 1976 charging 
violations of the registration and antifraud provisions of the 
federal securities laws in connection with the offer and sale 
of fractional undivided working interests n oil and gas leases 
issued by Petco Oil & Gas, Inc., U.S. Crude Oil & Gas, Inc. 
and Kentucky Crude Oil & Gas Co., Inc. 


For further information, see Litigation Release Nos. 7402 
and 7323, 





Litigation Release No. 7524/August 17, 1976 


SEC v. RIO GRANDE OIL COMPANY, ET AL 
(S.D. TEX., CIVIL ACTION NO. 76-H-247) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on June 4, 1976 Federal District Judge John 
V. Singleton at Houston, Texas entered an order of perma- 
nent injunction enjoining Rio Grande Oil Company, Houston, 
Texas, from further violations of the registration and an- 
tifraud provisions of the federal securities laws in the offer 
and sale of fractional undivided working interests in oil and 
gas leases issued by Rio Grande Oil Company. 


Rio Grande Oil Company, appearing through its Receiver, 
Joe E. Coleman, Houston, consented to the entry of the 
order without admitting or denying the allegations in the 
Commission's complaint. 


The Commission's complaint which was filed on February 6, 
1976, alleged that during the period from May 29, 1975 to 
December 2, 1975, Rio Grande Oil Company violated the 
registration and antifraud provisions of the federal securities 
laws in connection with the offer and sale of fractional un- 
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divided working interests in oil and gas leases in Caldwell, 
Colorado, Guadalupe, Taylor and Montgomery Counties, 
Texas. 


The complaint also alleged that the company mis- 
represented, among other things, the financial condition of 
Rio Grande Oil Company, the prior success of its drilling ven- 
tures, and the return investors could expect on their invest- 
ment. 


For further information, see Litigation Release No. 7274. 





Litigation Release No. 7525/August 17, 1976 


SEC v. PRODUCTION OIL CORPORATION, ET AL 
(S.D. MISS.) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, today 
announced that on August 4, 1976, United States District 
Judge Dan M. Russell, Jr. at Biloxi, Mississippi, entered 
Orders of Prliminary Injunction from the bench against 
Production Oil Corporation and John R. Neyrey, both of 
Biloxi, formerly of Metairie, Louisiana, after a hearing con- 
ducted on August 3 and 4, 1976, on the Commission's Mo- 
tion for Preliminary Injunction. 


The complaint, filed on May 26, 1976, alleged that since 
November 5, 1975, Production Oil Corporation and Neyrey 
violated the securities registration and antifraud provisions 
of the federal securities laws in that they obtained over 
$820,000 from public investors through the use of false and 
misleading sales brochures and long distance telephone 
sales pitches. 


The complaint alleged, among other things, that the offering 
brochure contained incorrect estimates of drilling and com- 
pleting costs for the wells to be drilled. In addition, the com- 
plaint alleged that Neyrey diverted proceeds of the offerings 
to his own and others personal use and benefit. 


For further information, see Litigation Release No. 7426. 





Litigation Release No. 7526/August 17, 1976 


S.E.C. v. Beisinger Industries Corporation et al 
(USDC MASS. Civil Action No. 75-4660-M) 


The Securities and Exchange Commission announced that 
on August 5, 1976 Judge Frank J. Murray of the United 
States District Court for the District of Massachusetts sign- 
ed an order appointing a Special Agent for the defendants 
with power to (i) Retain and supervise an independent firm 
of certified public accountants for the purpose of performing 
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a special audit in order to obtain financial statements of 
Beisinger Industries Corporation for the fiscal years ending 
December 31, 1973, December 31, 1974, and December 
31, 1975 which comply with all applicable SEC rules and 
Supervise and secure the dissemination of information to 
the public, and the filing of all required reports, including 
amendments of reports filed heretofore, in compliance with 
all applicable provisions of federal securities law and SEC 
rules and regulations. (iii) Supervise defendents’ compliance 
with an Order of Preliminary Injunction entered October 7, 
1975. The Special Agent is to receive notice of, and attend 
all meetings of the Board of Directors and any committee 
thereof of Beisinger Industries Corporation and to report to 
the court any and all transactions which are considered 
violative of the Order of Preliminary Injunction. (iv) To main- 
tain in confidence all information tendered him with his ap- 
pointment as Special Agent, except as specifically directed 
otherwise by the court’s Order. The Order further directs that 
the defendants, their successors, agents, officers, employees 
and assigns cooperate fully with the Special Agent and 
make all relevant books, accounts, records, memoranda and 
documents available to the Special Agent at his request. The 
court further ordered that the Special Agent be paid such 
compensation and be reimbursed for such expenses 
(including counsel fees) by Beisinger Industries Corporation 
as shall be allowed by the court. 


See also Litigation Release Nos. 7013 and 7118. 





Litigation Release 7527/August 17, 1976 


U.S. v. APPLE VALLEY ENTERPRISES, INC. ET AL, CR76- 
147-TUC 


The Denver and Los Angeles Regional Offices and the 
United States Attorney for the District of Arizona announced 
that Harry Bechtel, former President of Apple Valley Enter- 
prises, Inc. was sentenced to serve three years imprison- 
ment and pay a $5,000 fine as a result of his plea of guilty to 
two counts of failing to register securities prior to sale. In the 
same criminal prosecution, Sheldon Nathanson, also a 
former president of Apple Valley Enterprises, Inc., who had 
previously entered a plea of not guilty elected tc change his 
plea to guilty after presentation of the government's case at 
trial. 


After Nathanson entered a plea of guilty to one count of mail 
fraud, the remaining counts of mail fraud, securities fraud, 
failure to register prior to sale and conspiracy, were dis- 
missed. Sentencing for Nathanson is scheduled for August 
20, ‘1976. 


For further information see Litigation Releases 7334, 7389, 
and 7486. 
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Litigation Release No. 7528/August 17, 1976 


UNITED STATES v. ROBERT CARTER ALLEN (N.D. ILL. 
CRIMINAL NO. 76 CR 895) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office and Samuel K. Skinner, United States At- 
torney for the Northern District of Illinois announced that on 
August 4, 1976, the Honorable George N. Leighton, United 
States District Judge for the Northern District of Illinois, 
Eastern Division, issued an order to show cause why defen- 
dant Robert Carter Allen (‘Allen’), should not be punished 
for criminal contempt. The order was issued on the applica- 
tion of the Securities and Exchange Commission and includ- 
ed the appointment of members of the Chicago Regional Of- 
fice staff to prosecute the action. The application alleges 
violations of an injunction issued against Allen on October 
25, 1974, in connection with his offer and sale of invest- 
ment contracts in the form of interests in pooled commodity 
trading funds in violation of Sections 5(a), 5(c) and 17(a) of 
the Securities Act and Section 10(c) and Rule 10b-5 of the 
Exchange Act. 


The application charges that from July, 1975 to the present, 
Allen has fraudulently solicited investor monies for the pur- 
pose of pooling such monies in funds to be traded in com- 
modities futures. It is alleged that in the solicitation for, and 
operation of, the pooled commodity trading funds, Allen 
fraudulently missappropriated investor monies, made mis- 
statements of material facts, and omitted to state material 
facts. Allegedly, Allen told investors to expect 300% yearly 
profits on their investments. In addition, Allen allegedly 
omitted to state material facts which include, among other 
things, that Allen began trading the pooled funds prior to 
completing his solicitations, that Allen experienced large 
losses in the funds through such trading, that Allen had a 
history of repeated failures in managing like pooled funds, 
and that Allen and his company, International Commodity 
Advisors, had been enjoined from the fraudulent sale of 
unregistered securities. 


Allen was ordered to show cause why he should not be held 
in criminal contempt on September 13, 1976, in the court- 
room of Judge Julius Hoffman, Senior Federal District 
Court Judge for the Northern District of IIlinois. 





Litigation Release No. 7529/August 19, 1976 


SECURITIES AND EXCHANGE COMMISSION v. LOUIS J. 
ROUSSEL, JR., et al. (United States District Court for the 
Eastern District of Louisiana) Civil Action. No. 76-2571 


The Securities and Exchange Commission today announced 
the filing of a Complaint in the United States District Court 
for the Eastern District of Louisiana against Louis J. Roussel, 
Jr., (“Roussel”), National American Life Insurance Company 
("NALICO”), American Benefit Life Insurance Company 
(“American Benefit’), Empire Land Corporation (‘Empire’), 
Republic Petroleum Corporation (‘Republic’), Clark Brandon 
(Brandon), Mick Stack Associates, Inc. (“Mick Stack’), 
Kenneth Mick (‘Mick’), Richard Smith (‘Smith’), Robert 


Adrian (‘Adrian’) and Scott Perkins (‘Perkins’). The SEC 
also named as defendants the ICB Corporation ("ICB”), Eads 
Poitevent, Jr. (“Poitevent’), John Sitton (“Sitton’), Wilson 
Abraham (‘Abraham’) and Remus Herbert (‘Herbert’). 


The Commission also announced that the Court 
simultaneously entered a Judgment of Permanent Injunction 
restraining and enjoining Roussel from violations of the anti- 
fraud, registration and tender offer provisions of the Federal 
securities laws, and ordering certain other relief. The Court 
also entered violations of the anti-fraud restraining and en- 
joining NALICO, Empire, Republic and American Benefit 
from further violations of the anti-fraud and tender offer 
provisons of the Securities Exchange Act of 1934 ("Ex- 
change Act’). Roussel, NALICO, Empire, Republic and 
American Benefit consented to the entry of the Court's 
Judgments and Orders without admitting or denying the 
allegations of the Complaint. 


In addition, the Court entered Judgments of Permanent In- 
junction restraining and enjoining (i) ICB and Sitton from 
violations of the anti-fraud, registration, reporting, proxy and 
bank credit provisions; (ii) Poitevent from violations of the 
anti-fraud, registration and bank credit provisions; and (iii) 
Abraham and Herbert from violations of the anti-fraud and 
registration provisions of the Federal securities laws. ICB, 
Poitevent, Sitton, Abraham, and Herbert consented to the 
entry of the Court’s Judgments and Orders without admit- 
ting or denying the allegations of the Complaint. 


The Commission also announced the issuance of an Opinion 
and Order instituting Rule 2(e) proceedings against Fran- 
coise D.V. De Labarre and that De Labarre’s resignation 
from practice before the Commission has been accepted. 


The Commission's Complaint alleges that during the first 
half of 1975, Roussel conducted a successful takeover of 
Farm & Ranch Financial, Inc. ("“F&R"), a Kansas insurance 
holding company. It is further alleged that the takeover was 
accomplished through a series of purchases by Roussel and 
persons and entities controlled, affiliated or associated with 
him, including defendants Empire, Republic, American 
Benefit and NALICO, in such a way as to circumvent the 
reporting and tender offer provisions of the Federal 
securities laws and the Kansas Insurance Holding Company 
Act. The Complaint indicates that private purchases of F&R 
stock were made during the effective period of NALICO’s 
tender offer by Roussel, who arranged to have F&R stock, 
being accumulated on his behalf by principals and 
employees of Mick Stack and by Brandon, placed with 
various persons and entities. The Complaint alleged that no 
filing was made which revealed this purchasing activity or 
the shares accumulated in support of Roussel. The Commis- 
sion also charged that Roussel was aided in accomplishing 
this takeover by De LaBarre, who personally prepared 
several false and misleading Schedule 13D’s with regard to 
several acquisitions of F&R stock. 


The Commission's Complaint also alleges violations of the 
Federal securities laws in connection with various transac- 
tions and events which took place at the ICB Corporation, a 
one-bank holding company in New Orleans, during the 
period from 1970 through 1974. It is alleged that under the 
direction of defendants Poitevent and Sitton loans were 
made to ICB employees, in connection with several un- 
registered ICB stock offerings to employees, which violated 
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Federal bank credit regulations. Loans were also made to an 
employee pension plan which were also used to purchase ICB 
stock. The Commission charged that purchases of ICB stock 
in the open market by the employee stock purchase and 
pension plans had the effect, at various times, of dominating 
the market for ICB stock and that this domination was not 
publicly disclosed. 


The Complaint alleges that 1CB came under the control of 
Roussel in late October of 1974, and at that time employee 
stock purchase plans were terminated and the stock was 
purchased by Roussel at the request and with the aid of 
defendants Abraham and Herbert, then serving as Chairman 
and President of ICB, respectively. The Commission alleged 
employees lost portions of their investment as a result of 
their participation in an unregistered stock purchase plan 
which existed before Roussel’s purchase. The Commission 
alleged that the employees were not informed of various 
material facts concerning the purchase plan, involving the 
right of registrants to recover their entire investment. 


The Commission also charged that Roussel omitted certain 
material facts from and made certain false and misleading 
statements in Schedule 13D’s filed with the Commission in 
connection with the tender offer for ICB stock concerning his 
future plans with regard to an insurance company subsidiary 
of ICB. 


The F&R takeover was in no way related to the ICB transac- 
tions or defendants ICB, Poitevent, Sitton, Abraham and 
Herbert. Moreover, Poitevent, Sitton and Abraham are not 
presently associated with ICB in any capacity. 


In addition to the entry of the Orders of Permanent Injunc- 
tion against certain defendants, as described above, certain 
ancillary relief was ordered by the Court and undertaken as 
follows: 


1. An order requiring Roussel to: 


a. Offer F&R shareholders, who sold F&R stock in 
transactions which violated Rule 10b-13, the oppor- 
tunity to rescind their sales; 


b. Offer F&R shareholders, who sold F&R stock in 
transactions which violated Rule 10b-13 a portion of 
the difference between the amounts received for each 
share and the tender offer price; and 


c. Assign, by means of irrevocable proxies given for a 
period of three years to a majority of the Board of 
Directors of F&R who are independent of Roussel, all 
voting rights controlled, directly or indirectly, by 
Roussel and attaching to securities of F&R. 


2. An undertaking by F&R to appoint to and maintain 
on its Board of Directors a majority of directors who 
are independent of Roussel for a period of three years. 
This undertaking shall cease to be effective if Roussel 
shall acquire 90% of the stock of F&R and there are 
less than 100 shareholders. 


3. An undertaking by Mutual Savings Life Insurance 
Company to appoint a Special Counsel to conduct an 
investigation into transactions, if any, involving Mutual 
in which Roussel had an interest, and to file a Report 
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describing such transaction including their effects on 
Mutual and recommending appropriate action, if any, to 
be taken by Mutual regarding such transactions. 


4. An undertaking by National American Bank to ap- 
point a Special Counsel to conduct an investigation 
into transactions involving National American in which 
Roussel has an interest, and to file a Report describing 
such transactions including their effects on National 
American and recommending appropriate action to be 
taken by National American regarding these transac- 
tions. 


5. An order requiring ICB to: 


a. Appoint a Special Counsel to conduct an investiga- 
tion into matters relating to the Employee Retirement 
Plan, Officer and Employee Stock Purchase Plans and 
other questions of conflict of interest involving of- 
ficers, directors, employees or controlling persons, and 
to file a Report describing same and recommending 
that appropriate action be taken; 


b. Compensate officers and employees who suffered 
losses as a result of their participation in any stock 
purchase plans; and 


c. Appoint securities counsel satisfactory to the Com- 
mission to advise management regarding filings to be 
made with the Commission. 


The Commission reserves the right to seek such further relief 
as may be necessary or appropriate to insure that the defen- 
dants have complied with and have implemented the Court's 
decree and the defendants’ various undertakings. 


Litigation against the remaining defendants, Mick Stack, 
Mick, Smith, Adrian, Perkins and Brandon, will continue. 
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